THE 


BANKER’S MAGAZINE, 


AND 


Statistical Register. 


SEPTEMBER, 1876. 





Vorume XI, } 
Tuirp Serizs. 


CONGRESS AND THE SILVER QUESTION. 


As Congress has appointed a special committee of three 
members of each House, to inquire and report upon the sil- 
ver and currency questions, we may hope that a mass of in- 
formation will be gathered, which will enable our people to 
discuss with more intelligence and precision, the various topics 
that have the chief practical importance for the solution 
of the silver difficulty. The mines of this country now pro- 
duce more silver than those of all the rest of the world. 
Our first duty therefore will clearly be to find out whether 
the consumption of silver is likely to continue, or to suffer 
any notable changes. From time immemorial, there has been 
a good demand for silver in Europe, and a much larger de- 
mand in Asia and the Orient. Indeed, so great has been 
the absorbing power of the Eastern markets for silver, that 
until lately, no one seems to have entertained the slightest 
fear that this ancient outlet for silver would ever be closed 
up or seriously limited. Within a few months, however, the 
theory has been current in London, that a revolution was 
coming, and that India would cease to absorb silver as freely 
as heretofore. This theory was devised and promulgated, in 
all probability, by the speculators who are said to have made 
large gains by depressing the market. However this may be, 
they had it all their own way till the price of silver fell to 
forty-seven pence an ounce, when two facts began to be per- 
ceived, which had not previously attracted notice. One of 
these was, that silver was very scarce for delivery. Some 
time ago, we called attention to this scarcity, which is des- 
tined perhaps, to produce more active movements in the price 
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of silver than have been yet developed. Who are the parties 
that have been buying up and obtaining control of the limited 
supply of silver in market has not transpired. Until more is 
known, it will be plainly impossible to measure the force of 
this new influence which has begun to operate on the prices; 
especially as the advance in the silver market is due, in 
part, to a multitude of other causes. The second fact to 
which we referred is, that the available supplies of silver 
from Germany and elsewhere had fallen far short of expecta- 
tion. This was confirmed in part by the report of Mr. 
Goschen’s committee, and by a letter from the agent of the 
German Government in London. This gentleman, Mr. Pietsch, 
states that the whole amount of silver put on the market by 
the Imperial Government of Germany, has not exceeded two 
to three millions sterling a year, and that the present availa- 
ble stock is but £ 300,000 to £ 400,000, and is not likely at 
any time to accumulate excessively, as the old silver coinage 
is coming in for redemption very slowly. Mr. Pietsch also 
says, that the total surplus silver available in Germany for 
sale, will not exceed seven and a half millions sterling al- 
together. A copy of this letter will be found on another 
page, and it will be read with the more interest, as it seems 
to have done so much to moderate the excessive pressure of 
the silver panic in London. 

Other facts which helped to allay the excitement were 
soon forthcoming. It was stated that one of the most ur- 
gent reasons for the fall in silver was the sale of bills on 
India by the British government. These bills were forced 
on a market reluctant to receive them, and their amount 
was greater last year than usual. This excessive sale of 
government bills on India is probably temporary, but its 
effects on the silver market have been very conspicuous. 
We have no report of the aggregate for the last six months, 
but that of the year 1875 compares as follows with those 
of the previous nine years. It shows that the average sale 
of bills on India by the British government, from 1866 to 1874, 
was $39,100,000, while the sales for 1875 were $81,500,000, 
or more than double: 

BILLS ON INDIA SOLD BY THE BRITISH GOVERNMENT, 1866-1875. 

Silver sent Gov't bills Imports of Silver Av. price 
Sits, to the on silver into coined in silver in 
East. India. Gt. Britain, Gt. Britain. London. 
P. oz. pence. 
1866 . $11,800,000 . $35,000,000 ‘Sage - $2,450,000 . 61% 
1867 . 3,200,000 . 28,050,000 40,100,000 . 950,000 
1868 . 8,150,000 . 20,700,000 . 38,550,0cO . 1,500,000 . 
1869 . 11,800,000 . 18,500,000 . 33,650,000 . 859,000 . 60,5; 
1870 7,900,000 . 34,900,000 . 53,250,000 . 1,650,000 . 60% 
1871 . 18,500,000 . 42,200,000 . 82,600,000 . 3,500,000 . 60% 
1872 . 28,250,000 . 51,050,000 . 55,750,000 . 6,200,000 
1873 . 12,500,000 . 69,700,000 . 61,500,000 . 5,400,000 
1874 . 35,150,000 . 51,800,000 . 59,000,000 . 4,450,000 
1875 . 18,550,000 . 81,500,000 . 47,500,000 . 2,950,000 
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It is generally acknowledged that the forcing upon the 
market of so excessive an amount of India bills has been a 
prominent cause of the depression of silver in London. The 
question is, whether the excess is likely to be continued. It 
is singular that so little attention has been given to this 
point. Almost all the English writers treat the silver panic 
as if it was the result of a permanent arrest of the current 
of silver to the Orient. Even Mr. Goschen’s committee has 
made the mistake of leaving this important question in too 
much obscurity. The Congressional committee will no doubt 
give, in their report, such a clear view of the facts as to re- 
fute some of the errors which prevail on this subject in the 
United States. It is of the highest importance for us to dis- 
tinguish the permanent forces, which are now acting on the 
silver market, from the forces that are not permanent. 

In England, France, Switzerland, Germany, and other coun- 
tries, similar investigations are being made both by indepen- 
dent inquirers and by official authority. But there is this 
difference. The inquiry proposed by Congress is much broader 
in its scope, and the report of our committee ought therefore, 
to be more comprehensive and complete than any of the 
foreign reports hitherto published. Among the wide range of 
questions which our committee have to investigate, we may 
mention two or three which are of grave importance, and 
are second only to the silver question itself. There is, for 
instance, the question of the double standard. The committee 
are instructed to inquire into the reasons for and against the 
revival of the double standard, and into the relative propor- 
tion of the values of the two metals. It is thus incumbent 
upon them to find out whether gold has not appreciated in 
value; and if so, to what extent, and during how many years 
the appreciation has taken place. The evidence seems to 
point to the year 1870 as the approximate period when the 
new movement of appreciation in gold began. If this view 
is correct, then the old movement of depreciation of gold, 
which began about 1850, continued twenty years. Some au- 
thorities estimate this depreciation at twenty per cent. On 
this theory, the extent to which gold depreciated in conse- 
quence of the new Australian and Californian supplies, 
averaged one per cent. a year. If the reaction since 1870, 
had proceeded at the same rate, gold would have recovered 
nearly one-third of the value it had lost. But the movement 
has probably been much more rapid, for several reasons. The 
German, French, English, and other European Governments 
are all accumulating gold with great rapidity. Since 1874, the 
chief banks of Europe have locked up nearly 160 millions of 
dollars, and their accumulations of gold are still increasing. 
The subjoined table shows the present stock of specie held 
by these banks compared with that of the same date in 1874: 
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SPECIE IN THE CHIEF BANKS OF EUROPE, AUGUST, 1874 AND 1876. 
1876. 1874. 
Bank of England -% 30 037, eb ss ££ 22,478,000 
Bank of France....... $3,508, C00 le. 49,996,000 
Bank of Germany ..... 26,669,000 .. 35,447,000 
Bank of Austria 13,600,000 .. 14,375,000 
Bank of Belgium 5,464,000 .. 4,028,000 


Z 159,278,000 i. 126,324,000 

From these figures it appears that an enpeenedeated effort 
is making in Europe to lock up gold, so that the accumu- 
lation is £ 160,000,000 sterling, or $800,000,000, one-third of 
which has been locked up in the last two years. It is 
easy to see that this accumulation, which is so formidable 
in its magnitude, must have had considerable influence in 
aiding the appreciation of gold. But this is only one of a 
number of forces which have tended to accelerate the up- 
ward movement. The rapidity with which the cclossal ne- 
gotiations were conducted for the payment of the French 
indemnity, and the adoption of a gold standard by the em- 
pire of Germany, have done much to aid the perturbation 
in the movements of gold in Europe. Moreover, it is pointed 
out as one of the numerous proofs of the appreciation of 
gold that general prices have fallen, and that almost all 
the commodities known to commerce have receded in their 
gold price since 1870, just as previous to that period the 
gold prices of such commodities advanced. Finally, it is 
urged that, as gold is thus fluctuating, it is no more fit 
to be the exclusive standard of value than is the single 
metal, silver. From all these arguments put together the 
bi-metalists contend that, although gold by itself is not a 
perfect standard of value, and although silver by itself is 
open to still more conspicuous objections, yet, we are 
obliged to use them both. These two metals are the only 
monetary standards known to science and to commerce, 
and we must exert ourselves to devise some expedient for 
making each metal correct the defects of the other. Just 
as human ingenuity by the compensating pendulum makes 
our chronometers more perfect, so by some compensating 
expedient goid and silver as measures of value are to be 
combined into one monctary instrument of circulation. 
How far this ingenious project is practicable, and under 
what conditions there is the most promise of scccess, is 
one of the questions which the committee will find sur- 
rounded with much difficulty. Besides these investigations 
as to gold and silver, the committee are instructed to re- 
port on some important points relative to currency reform. 
They are to inquire whether Government notes should be 
kept in circulation after the restoration of specie payments, 
and what are the best expedients by which resumption can be 
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facilitated and accomplished. We shall recur to these and 
other topics prescribed to the committee. At present we sim- 
ply point them out in illustration of the difficult nature, the 
wide scope, and the vast importance, of the work which the 
committee have to do. 


on $$$ 


THE BANKS AND THE GREENBACKS. 
BY DR. GEORGE MARSLAND. 


The opinion was formerly very general that the National 
unity was preserved by the issues of greenbacks under the legal- 
tender law of February, 1862, and that the civil war could not 
have been otherwise carried on or brought to a successful 
issue. It this view be correct, there was a paramount necessity 
for the paper-money system, and its evils must be accepted 
as unavoidable. This conclusion, however, has always been 
rejected by a large body of financial men in this country. 
Our New York Clearing-House banks very early set themselves 
in hostility to the proposed issues of paper money; and to 
prevent the necessity of resorting to so dangerous an expedi- 
ent of war finance, they organized a syndicate soon after the 
outbreak of the war. This syndicate comprised all the Clear- 
ing-House banks of New York, Boston and Philadelphia, and 
during the summer and autumn of 1861 it lent to the Gov- 
ernment nearly one hundred and fifty millions of dollars. It 
also expressed its ability to provide all the means which the 
Treasury needed to borrow for the efficient carrying on of 
the war. Unfortunately, Mr. Secretary Chase became dissat- 
isfied with the financial policy recommended by the syndicate, 


and threw their arrangements into confusion by the issue of’ 


fifty millions of demand notes, under the Act of 17th July, 
1861. In his report to Congress in December, 1861, Mr. 
Chase stated that twenty-four millions of demand notes had 
then been issued, and he proposed to subvert the banking 
system of the country, and to establish a National banking 
system in its place. We learn, however, from Mr. Spaulding’s 
History, that Mr. Chase was prepared at that time with no 
well-digested banking scheme, and that no draft of bis pro- 
posed banking law had been prepared. The syndicate had, 
however, been embarrassed and weakened. Mr. Chase had 
caused the banks throughout the country to take the alarm. 
He had crippled their credit and their power to help the 
Government. The necessity was thus created for the issue of 
paper money, for the negotiation of further loans had be- 
come wholly impossible through the usual channels. On Mr. 
Chase, therefore, many persons have charged the responsibility 
for the subsequent passage of the legal-tender law and the 
excessive issues of paper money. It was certainly his policy 
that created the necessity before which Congress and the 
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country saw that there was no alternative but to issue paper 
money, or to give up the conflict with secession. It is to be 
regretted that this part of the annals of our war finance is 
involved. in so much obscurity. Much has been written on 
the later movements of Mr. Chase after the legal-tender law 
had been passed. But the earlier months of his Treasury 
management, prior to the passage of that law, has been less 
carefully explored, though its economic importance cannot be 
overestimated. When the history of this preliminary period 
of our war finance comes to be written, we shall, perhaps, 
find that, while Mr. Chase was nominally responsible, several 
other leading statesmen were almost equally to blame for the 
events which culminated in the passage of the legal-tender 
law. The time seems now to be approaching when these 
questions can be explored and discussed with conspicuous 
advantage to the public interests. One of the practical 
points of importance that meets us at the threshold of our 
investigation is as to the ability of the syndicate to raise 
all the money required for the war by the methods which 
they had set on foot, and which were copied, with some 
needful modifications, from similar methods that had met 
with distinguished success when adopted by other countries. 
In reply to this question, we say, that the syndicate worked 
well until its operations were embarrassed by the issue of 
demand notes, contrary to the urgent remonstrances repeat- 
edly addressed to Mr. Secretary Chase, both in this city 
and at Washington. As an illustration of the efforts that 
were made to prevent the suicidal policy of issuing paper 
money, we will quote the. following letter to Mr. Chase, 
from a leading member of the syndicate, the president of 
one of the largest banks in this city. This communication 
is dated 12th September, 1861, and it offers authentic and 
suggestive evidence on most of the questions we have raised. 
It shows, first, that the syndicate were willing to find all 
the money needful for the prosecution of the war. Sec- 
ondly, that their organization for the negotiation of securi- 
ties and the payment of claims gthrough the Clearing 
House was efficient for the purpose intended. Thirdly, 
that this organization would have prevented that perilous 
inflation of the currency which doubled the cost of the 
war, and inflicted on the country monetary trouble of 
which we do not even now foresee the end. Finally, it 
proves that the syndicate was not only willing, but deemed 
itself able, to carry out the work allotted to it of aiding 
the Treasury, however long the war might last. Whether 
the syndicate would have fulfilled these functions, is of 
course open to question. What is certain is, that Mr. 
Chase rejected the conditions on which it relied for suc- 
cess. He would not use the Clearing House for the Treas- 
ury payments, nor would he refrain from issuing the Gov- 
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ernment demand notes, which he began to pay out toth 
August, 1861, a few weeks prior to the date of the letter 
before us, which is as follows: 

“When, in response to your earnest appeal, the banks 
in New York, Boston and Philadelphia, united in an effort 
to supply the means required to sustain the Government, 
they were impelled to do so by the imminent peril which 
beset the nation, and by the fact that, with an exhausted 
Treasury, large obligations already incurred, and still larger 
rapidly pressing, we had no practical resource but the issue 
of paper money, 7c, promises to pay on demand, without 
the power to redeem them. To avert the evils of an irre- 
deemable and constantly depreciating paper currency thus 
threatened, whose consequences were clearly seen to involve, 
not only the community, but themselves in eventual ruin, 
the banks at once adopted a plan of organization for the 
purpose of drawing out the capital of the country, and 
loaning it to the Government, to be paid by future reve- 
nues on the restoration of peace, enabling Government to 
supply its necessities by obligations in the usual and legiti- 
mate form of debt rather than by the creation of fictitious 
money. To do this, the banks in the three cities have formed 
themselves into a confederation practically corresponding to 
the Constitution of the Government, making together substan- 
tially one institution, for the purpose of the National loan, 
with an aggregate capital of one hundred and twenty millions 
of dollars, while each bank as usual conducts its special af- 
fairs. By means of this organization they have secured the 
power to take promptly the first fifty millions, and by their 
example have gained for the loan the confidence of the public, 
and unless disturbed by apprehensions of danger from an 
emission of paper money by Government they will endeavor 
to carry through the whole amount contemplated: 1. By 
offering the loan for sale to the public at cost, for the common 
benefit, thus preventing depreciation by competition in sales 
among the various parties interested. 2. By holding the specie 
reserve in banks in each city as a common fund, subject to an 
average distribution on its receding below an agreed standard. 
Fortunately, at this crisis, the financial position and resources 
of the country are strong beyond all precedent in our history ; 
and as compared with other nations who have passed success- 
fully through similar trials, they are fully equal to any prob- 
able exigencies. Specie, already greatly exceeding any former 
supply, is still flowing into the country. Our crops for two 
years have been so abundant as to leave still a large excess 
for exportation ; and exchanges with Europe, yet in our fa- 
vor, are only likely to turn against us by some fatal error 
in our financial policy. With all these conditions favoring 
the movement, there is every reason to believe that the pro- 
posed plan will supply all the means the Government will 
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require. Why, then, should they resort to any other expedi- 
ent? Whenthe proposed system of raising means by the 
banks was reported by a committee of ten, they were almost 
unanimously in favor of affixing to it a condition that Gov- 
ernment should not issue demand notes. That condition was 
only yielded from a reluctance to endanger or embarrass 
your appeal in so solemn a crisis, and because of your re- 
monstrance against being compelled to give an official pledge 
against the use of a legal enactment, and, still further, because 
of your assurance that it would only be resorted to when 
other means of raising money should fail. The banks, there- 
fore, feel the most implicit confidence that these issues will 
be confined to a very inconsiderable sum, and not be ex- 
tended beyond a small amount, for which a specific specie 
amount will be pledged. Allow me to express to you some 
of the reasons which present themselves against the issue of 
Government demand notes. 

“x, It is evident that we can supply the means to carry the 
war successfully through, and without financial embarrass- 
ment, so long as exchanges can be kept generally in our fa- 
vor and large coin exportations from the country be pre- 
vented. This can be done only by maintaining in our banks 
and Government the highest practicable specie standard, rel- 
atively to other nations, and thus compelling commerce to 
contribute to the expenditures of Government by purchase of 
our surplus productions, the profits of which will be absorbed 
by the National loan. There are some mitigating circumstances 
even in a civil war. The expenditures are almost cxclusively 
within our own States, and there are few materials which are 
not drawn from our own industry. It can be made substan- 
tially a family matter. 

“2, An expansion of currency is our greatest danger. By 
emitting paper money the Government are, to that degree, 
promoting the evils which we have organized to avert. 
Money is the measure of prices, and, whether in coin or pa- 
per, an addition to its volume tends to its depreciation as 
compared with all other material interests; or, what is the 
same thing, to an advance in prices. By enhancing prices 
of our surplus products their exportation is to that extent 
prevented. By an incrcased price obtained for foreign goods 
our specie currency is superseded by paper issues and sent 
abroad, and we awake to find the basis of credit, as well 
of Government as of banks, taken away. 

“3. This result is especially probable with Government 
paper, which is supposed to possess superior value, and will 
therefore be the more readily substituted for coin. Gov- 
ernment’s promises to pay are certainly no better, while it re- 
lies upon banks for means to redeem its promises, than are 
the notes of banks themselves secured by capital. They only 
the more readily promote expansion, because of the greater 





1876. } THE BANKS AND THE GREENBACKS. 177 


faith which the public have in them. An expansion of paper 
money therefore inevitably tends, by the enhancement of 
prices, to the expulsion of coin from circulation, and from the 
country, and the suspension of specie payments. Experience 
has proved that such issues of Government are not less exempt 
from final loss than those issued by private corporations. 

“4. By an expansion of paper money and the consequent 
advance in prices, the cost of the war and the amount of 
the National debt are greatly increased. 

“s. There is also in the expansion of paper money a 
tendency to stimulate private credit, which in time of war 
is especially dangerous. War is exhausting. It prevents 
large surplus production. Expansion of credit under such 
circumstances has therefore few modifying influences, but 
must sooner culminate in panic and disaster. The banks by 
their organization are merely restricting their ordinary loans, 
and diverting them to Government use, until they can dis- 
tribute the National debt among the people, and until in- 
dustry shall resume its wonted channels. 

“6, Is not the creation of paper money a novel function 
of Government in the present age? No leading nation now 
directly exercises it. England and France have confined 
this power to banks with special capitals, and independent 
management, and under important legal restrictions. It cer- 
tainly seems contrary to the spirit of our Constitution, and 
is a total reverse of the policy of our Government for the 
last fifty years. Would it not place in the hands of an ad- 
ministration the power to govern the material interests of 
the Nation, and to derange if not to regulate prices at will? 
and by an expansion or contraction of the volume of money 
in circulation, to change the value of contracts between 
citizens? Surely, the exercise of a new power, involving 
such vast consequences, will not be entered upcn without 
the gravest consideration. 

“7, The issue of paper money by Government engaged 
in war is especially dangerous, because public confidence is lia- 
ble to sudden change by every success or reverse of our 
army. At the very moment when the Treasury may require 
additional resources for the renewal of operations, or to re- 
instate its position, it is certain to be more embarrassed by 
a rapid return of its demand notes. This effect was strik- 
ingly illustrated on the morning when the news of the dis- 
aster at Bull Run reached New York. Before its receipt, the 
Assistant Treasurer was engaged in securing a subscription for 
Treasury notes, under an authority to issue five millions. 
He could easily have trebled the amount, when suddenly, 
by a flash of the telegraph, the eager demand changed into 
a more intense desire to sell, at a depreciated rate, and was 
never renewed. Government, surely, cannot afford to issue 
obligations liable to such results. The Treasury department 
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would be a bed of thorns, when a single casualty might 
involve it and the Nation beyond the power of restitution. 
The banks who have undertaken the loan, and all others 
who have purchased it, are equally interested, since a de- 
struction of Government credit, based upon loans, would be 
equally and even more fatal to their investment, which is 
payable at a future day. All are therefore interested in 
avoiding a danger whose results are shared alike. Why 
should Government voluntarily incur a liability that might 
impair its power to place another dollar of its loan, cripple 
the banks by depreciating the value of that which they 
have assumed, and, after all, be driven to the issue of an 
irredeemable currency, under more unfavorable circumstances 
than at first? 

“8. An expansion of the currency is a popular measure, 
and especially seductive, because of its temporary stimulating 
effect upon prices, and the apparent prosperity which it en- 
genders. When the peril is greatest and nearest its culmina- 
tion there are no striking signs of warning. Government 
has no facilities for meeting such contingencies. All its 
machinery implies deliberation and forecast, and is inconsistent 
with the necessities which arise in sudden financial emergen- 
cies. It is comparatively isolated in the exercise of its func- 
tions, and does not, like the banks, so pervade society as to 
feel those delicate indications of danger, which financial ex- 
perience only can comprehend. 

“9. Having commenced to raise the requisite means by 
loans through the medium of banks, it is for the interest of 
all that government should avoid any new financial expedi- 
ents that will disturb the usual current of business. Banks 
as now organized, are supplying the needful increase as far 
as practicable. Indeed, the danger is always in the direction 
of over issue. ‘The government issues are not proposed as a 
substitute for, but an addition to those of the banks; thus 
powerfully accelerating the speed with which the country tends 
towards danger, and all this during a feeble condition of busi- 
ness, which requires /ess rather than more of the medium of 
exchanges. So far as the proposed issues of Government are 
a substitute for those of banks, it is depriving them of the 
means on which they rely to carry successfully through the 
Government loan. It is unquestionably the true interest of 
the Government to extend the maturity of its every financial 
engagement beyond the continuance of the war. Why then 
should it occupy the very position by which the banks ex- 
pect to enable it to do so? Besides this, as the banks must 
supply the coin basis for the Government notes, it is substan- 
tially an increase of their circulation without their ability to 
control it. And, as the banks must largely expand their 
credit to meet their engagements to Government, they will 
necessarily require that the specie reserve should not remain 
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locked up in the vaults of the’ treasury, but return to their 
own, with the least possible delay. If Government with- 
draw the coin as a basis for its issues, while the banks are 
thus also expanded, it is evident that both fabrics must rest 
on the same foundation, and cannot stand. 

“to. If an expansion of the circulating medium should be- 
come necessary, it is better that banks which invest in the 
loan should supply it, because they issue a paper of superior 
value, combining both their own capital and credit, and that 
of the Government. And also, because the demand for the 
loan so created, is of vastly greater service to the nation, by 
sustaining its credit and the price of its stock. They thus 
enable it to obtain.money at the lowest rate, economising the 
cost of the war, and give to the National loan a tone and 
character at home and abroad. During the twenty years of 
war in which England was engaged, from 1797 to 1817, with 
a population considerably less than that of the Eastern States, 
her National debt swelled to the incalculable sum of four 
thousand three hundred million dollars. The burthen was 
doubly aggravated from the fact that the average price of 
consols for the whole period, was about sixty-one per cent., 
and that payable in a paper currency depreciated from ten to 
twenty per cent. below the gold standard. Surely no consid- 
erations of fancied convenience should tempt us to incur the 
hazard of a similar state of things. In case the Government 
attempts to supply not only a credit fund for the investment 
of the National savings, but at the same time furnish a Na- 
tional paper currency, is it not plain that a suspension of 
specie redemption by it would inflict a depreciating currency 
upon the community, which the banks would be compelled 
to receive in payment of debts, thus increasing the amount 
of government obligations in their hands, impairing the value 
of their previous investment in the three years loan, and forc- 
ing them also to suspend? In that case our Government se- 
curities at once cease to attract capital from abroad, and our 
power of immediate National restoration is gone. Rather 
than this, it would be safer for the banks to suspend, and 
that the Government be preserved superior to all its sub- 
jects, its character and credit maintained, as a basis for 
reconstruction. But bank paper is not liable to so great ex- 
pansion as government paper. It is limited by law, by se- 
curities pledged for its redemption, by public vigilance and 
apprehension. Government, on the contrary is all controlling, 
and commands the unbounded confidence of the people, moral 
power to compel its circulation, and no experience to govern 
its action. The law has limited its first issue to fifty millions, 
which would be an addition of about one-third to the paper 
circulation of the loyal States. Should this experiment meet 
a temporary success, it would doubtless be increased at the 
December session. By that time all the fancied good and little 
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of the real evil will have been developed. It is therefore all- 
important that correct public sentiment be previously aroused 
and distinctly expressed. The plan so wisely adopted for 
supplying the treasury by distributing the loan through the 
medium of the banks, is meeting a success exceeding all rea- 
sonable expectations. Even before the notes are ready for 
delivery the public are flocking to the treasury with their 
money to purchase them. The banks have responded in coin, 
without inconvenience to the drafts upon them, and they find 
that with the large disbursements of Government, the specie 
necessarily and rapidly returns to them, having stimulated 
the industry of the people in its passage. The capital of the 
nation is being absorbed in the loan, and«there are the most 
encouraging signs that this will continue in accelerated ratio. 
All classes of society, from highest to lowest, are zealous in 
their praises of the stock, and the doubts and apprehensions 
respecting the stability of the nation, which before so gener- 
ally prevailed, have in a great measure ceased. All this is 
well enough, why not let well enough alone?” 

For several reasons this letter merits a prominent place 
among the documents illustrative of an important and critical 
period in our war finance. Unlike most of the letters on 
such subjects which have bcen published during the last fif- 
teen years, it deals very sparingly in theories, in dogmatism, 
or in vague gencralizations. It is a practical letter, and the 
best proof of its value is that the scheme it recommends ac- 
tually raised for the Government the only large sum of 
money which was borrowed legitimately in specie during the 
war. Secondly, it is important because of the evidence it 
supplies that the war could have been conducted without 
paper money, and without any suspension of specie pay- 
ments. The associated banks constituting the Syndicate, held 
sixty millions of specie, and their experience with the first 
fifty millions of the loan proved that all the specie they paid 
out returned to them within the space of two or three weeks. 
The settlement of the “Trent” difficulty was favorable to the 
sale of our bonds in Europe, and the foreign exchanges were 
in a condition which promised financial stability. In pres- 
ence of these and many other auspicious circumstances, Mr. 
Chase certainly assumed an immense burden of responsibility 
when he refused the two conditions which experience showed 
to be indispensable to the maintenance of specie payments. 
These two conditions werc, the use of the Clearing House as 
a medium of payment conformable to the law passed for 
that purpose in August, 1861, and the refusal to issue de- 
mand notes or any other form of paper money; there is 
reason to believe that, in after years, Mr. Chase was con- 
vinced, when it was too late, that this was the great mistake 
of his whole career. With characteristic spirit he refused to 
shift the blame to the shoulders of other persons, who, as we 
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now know, were also blameworthy in the matter. What Mr. 
.Chase did, however, was to point with much satisfaction to 
those parts of his reports in which he warns Congress of 
the perils of paper money. From the bench of the Supreme 
Court, he quoted, as Chief Justice, on a memorable occa- 
sion, the emphatic statement in his report of December, 1861, 
above referred to, in condemnation of the policy of paper 
money. We have no desire to investigate the question as it 
affects Mr. Chase personally, bnt the truth of history re- 
quires even his friends to admit that while deprecating the 
evil, and pointing out the mischiefs, of paper money, he 
adopted a course which led the country into it. 


—— — eS 


THE GROWTH OF MUNICIPAL DEBTS. 


The rapid increase of material wealth and productive power, 
has been attended during the last thirty years by an unex- 
ampled increase of private and corporate expenditure. Hence, 
much attention has been given for some years past, in this 
country and abroad, to the subject of municipal debts. The 
temptations to municipal extravagance are no longer so strong 
as they once were, and various circumstances are keeping it 
in check. The recent municipal trouble at Chicago, notwith- 
standing the injury it has inflicted on the credit of that city, 
and on municipal obligations generally, has at least the 
merit of fixing the public mind upon some important aspects 
—the controversy on municipal debts—and of putting in a 
clear light the more prominent abuses connected with them. 
Few persons who have not given to this controversy special 
attention, are aware of the vast pressure of these debts in the 
resources of our people. The subjoined table shows the 
amount of the debts of the chief cities of the United States 
with the sinking fund deducted: 


MUNICIPAL DEBTS OF CHIEF CITIES IN THE UNITED STATES, 
Ratio to Debt per Tax rate 
Assessed valuation. Debt. valuation. head. per $1,0c0. 
New York..... $ 1,100,943,700 . $116,773,724 . 10.60 . $12600 . $29 25 
39.968,105 . 7,264,291 . 1862 . 6050 . 35 55 
19,798,580 . 3556754 - 17.90 . III 10 . 44 40 
Brooklyn 225,176,755 - 35 031,263 . 15.55 . 88 co . 34 10 
St. Louis....... 160,125.700 . 17,345,000 . 10.77 . 55 50 . 2000 
Baltimore 231,503,129 . 24,325,417 . 10.50 . g0 00 . 1800 
Cincinnati 184,498,585 . 19,234,000 . 10.42 . 9200 . 28 82 
Philadelphia... 595,413,478 . 59,686,223 . 10.00 . 88 co . 21 50 
Cleveland 73,205,377 - 6,386.900 . 8.72 . 67 20 . 18 15 
104,419,098 . 8,698,000 . 8.23 . 8200 . 19 80 
27,774,630 . 2,282,900 . 822 . 2250 . 39 20 
: 303, 705,140 24,323,196 . 8.00 . 61 Io 
Pittsburgh..... 172,834,169 . 12,980,617 . 7.51 . 92 00 
Providence .... 122,024,100 . 7,757,400 . 6.36 . 77 50 
Boston 793,767,900 . 27.082,778 . 3.58 . 82 00 
San Francisco. 264,229,444 . 3:441,000 . 1.32 . 22 90 
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There is every indication that we are approaching the 
close of the great period of expansion which has stimulated 
the desire and the ability in this country to create municipal 
debts with such lavish facility. Still, it does not seem quite 
clear what means are proper in some of our larger cities, to 
put an effectual check upon municipal extravagance. There 
are numerous obstacles in the path of reform; and how they 
are to be surmounted is a difficult question. The rapid pro- 
gress of this mischievous tendency of municipal governments 
to run into debt, may be illustrated by the history of the 
largest of these debts, that of the city of New York. Our net 
debt, after deducting the sinking fund, has been chiefly 
created since the war. Its aggregate is now nearly four times 
as much as in 1865, as will be seen from the following table: 


Ratio of 

Year. Valuation. Net Debt. Debt to Valuation. 

1830 =. $ 125, 288, 518 $ 774.556 

1835 218,723,703 902,535 

1840 253>233)517 10,775,386 

1845 239,995,517 18,629, 581 

1850 286, 161,816 12,205,176 

1855 486,998,278 15,024,419 

1860 576,631, 706 18,901,440 

1861 581,581,971 20,087, 301 

1862 571,972,435 21,695, 506 

1863 594, 154,543 hes 26, 185.190 

1864 634,094,940 33> 769,601 

1865 608,827,855 35:973:597 

1866 736,989,908 33,654,683 

1867 831,836, 513 32,914,421 

1868 908, 436, 527 35,983,647 

1869 965, 326,614 47,791,840 

1870 —_1,047,388,449 735373552 

1871 1,076, 249, 483 88, 369, 386 

1872 I, 104,098,087 95> 582, 153 

1873 I, 129,291,023 106, 363,471 

1874 ~—‘1, 154,029,176 115,187,969 

1875 I, 100,943, 700 116,773,724 

One of the financial problems of popular governments has 
always been to devise means to stop the rapid accumulation of 
debt. The first bonded debt incurred by this city was author- 
ized by an Act of the Legislature, June 8, 1812, to meet the 
“great expenses incurred in the erection of buildings and 
wharves, and for the purpose of carrying into operation the 
plan for laying out the said city into streets, avenues, and pub- 
lic squares.” A public loan of $900,000 was therefore author- 
ized, as “a permanent arrangement of the finances of the city.” 
In the year 1820, an additional 6 per cent. loan of $400,000 
was authorized, and it was followed by another of: $700,000 
in 1825, most of the prior debt having been meanwhile paid 
off. The aggregate outstanding debt in 1829 was $889,639, 
and it was further reduced to $774,555 in 1830, and to 
$741,913 in 1831. The next increase was for the introduc- 


tion of the Croton water, and the authorizing Act required 
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the approval of the Common Council of the report of a 
special commission, but a subsequent ratification by popular 
vote; the amount authorized was $2,500,000. If similar pre- 
cautions had been used to prevent the increase of debts in 
all our large cities during the last ten years, a large amount 
of our existing municipal obligation would never have been 
incurred. We repeat that, among the minor financial problems 
of the day, some of the most pressing and vital arise out of 
municipal debts, and the dangerous facilities which exist 


for their increase. 
a $$$ 


CLEARING METHODS AND THEIR LEGAL 
RECOGNITION. 


As we are compiling the statistics of the Clearing Houses 
in the United States and elsewhere, we shall be glad if our 
readers who are in possession of information as to the clearing 
methods in use abroad, or in this country, would communicate 
to us any facts illustrative of this interesting subject. We 
find in the London Bankers’ Magazine for August a law case, 
the report of which incidentally throws light on the clearing 
methods adopted in New Zealand. There is no Clearing 
House there, but the banks have adopted the system used at 
Edinburgh in Scotland. The suit in question originated at 
the town of Dunedin, and the daily exchanges of the banks 
there are stated at £ 80,000 to £100,000. There are two ex- 
changes per day from g to 10 a. m., and the other from 
12 to 1 p. m. The system is said to have continued for many 
years, and, as will be seen, it is fully recognized by the 
courts of law. To illustrate this, we will give a brief account 
of the case, which is somewhat unique. A customer of the Co- 
lonial Bank of New Zealand drew a check on that bank and 
paid it to a lady who conducted a school in the city of 
Dunedin, in settlement of a debt. The schoolmistress paid 
the check into another bank where she kept an account. 
This institution, which is called the National Bank, sent the 
check in question with its exchanges to the Colonial Bank 
on the same day. Unfortunately, however, these exchanges 
were not handed in till 2.10 p. m., instead of being sent 
from 12 to I p. m., as the custom of the banks require. 
The Colonial Bank refused to receive the exchanges, for the 
sole reason that they were too late. But the exchange 
clerk said his orders were to leave the checks, and he left 
them on the counter, under a protest from the clerk of 
the Colonial Bank, who was ordered not to recognize the docu- 
ments as properly in his hands. At a later hour the clerk of 
the National Bank returned and took the checks to the ledger- 
keeper, and asked him to mark them for the clearing. 
This request was refused on the ground that the checks were 
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too late for that day’s clearing, and must go over to that of 
the next day. A third application to the accountant of the 
bank elicited a similar refusal. On this the National Bank 
sent notices of dishonor to several persons, and reserved the 
rest of the exchanges for the next day’s clearing, when they 
were paid. Among the notices of dishonor one was sent to 
the schoolmistress, who was very much excited by the mes- 
sage, which she probably understood very imperfectly, and 
attached to it some vague notions of stigma or perhaps of 
personal insult. However this may be, her excitement scems 
to have communicated itself to the social circles in which 
she and her debtor moved. The latter gentleman went to 
his lawyer, and after a brief and unsatisfactory correspond- 
ence with the bank brought the suit for libel, and got a ver- 
dict of £250. He proved that he had funds in the Colonial 
Bank to meet his check; that the check would have been 
paid if presented, and that there was no truth in the writ- 
ten notice of the National Bank that the check had been 
presented and dishonored. 

Clearly, it was essential that he should prove that the 
presentation of his check, with a bundle of other docu- 
ments too late for the exchanges of the day, did not amount to 
a legal presentation for payment. If the check was never 
legally presented by the National Bank it was not legally 
refused by the Colonial Bank. Consequently, it was not a 
dishonored check, and the written statement of dishonor was 
a libel. Being written falsely, the law implied malice, and 
gave damages either nominal or substantial, as the jury 
might decide. The chief question which interests us in 
this case is as to what constitutes legal presentation of a 
check for payment. The Court set this point in a very 
clear light in the decision as follows: “The legal effect 
of the system of exchanging seems to me to be this: that 
it amounts to a usage or convention among bankers that, 
if negotiable securities held by them are presented under 
particular circumstances and at particular times, they shall 
be paid—not in cash, but by a set-off of other negotiable 
instruments, the balance only being paid in cash. A usage 
of this kind, I take it, if satisfactorily proved to exist, 
would be thus far binding. It in no way varies the terms 
of written negotiable instruments, but merely, as the phrase 
is, it annexes an incident to them, the incident being that, 
if the holder is a banker, payment—not in cash, but by a 
particular mode of set-off—may be made, if he on his part 
conforms to the conditions the usage imposes as necessary to 
entitle him to that privilege. But I do not think that it 
would be binding, so that if instruments ‘are held by a 
banker they are not payable at any time when they would be 
if held by one of the public, because that would contradict the 
terms of a written instrument which is payable to bearer at 
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a reasonable time, and to all bearers alike. A presentment 
for exchange is a presentment for payment, if it be made in 
a particular manner, if any, or at any particular time, if any, 
which the usage prescribes. If instruments are improperly 
and irregularly presented as an exchange, by being presented 
in a different manner, or at a different time than that pre- 
scribed by usage, still, the presenting banker can present them 
for payment in the same way and at the same times as any 
other of the public could present similar instruments. We 
have to find out whether the instrument in question was pre- 
sented either as in exchange or for payment in the ordinary 
way. Presentment in either case is presentment for payment, 
and a sufficient presentment.” The jury found, as we have 
said, that in neither of these two ways had the check been 
legally presented for payment. It was not presented for pay- 
ment in the exchanges because it was too late, and it was 
not presented for payment over the counter at all. This 
case is the first we remember in which a suit for libel de- 
pended so completely upon the legal recognition and inter- 
pretation of Clearing-House methods. 


$$. 


ADAM SMITH’S CENTENARY. 


In our July number we gave some account of Adam Smith, 
the great founder of economic science. The Society of Po- 
litical Economy at Paris has been considering the project 
proposed by M. Maurice Block and the /ournal des Econo- 
mistes, to celebrate the hundredth anniversary of the publica- 
tion of Adam Smith’s Wealth of Nations. At the April 
meeting of the society a letter was read, containing a like 
proposal from the President of the Society of Political 
Economy of Belgium. Some months ago a meeting was 
held in the city of New York to make arrangements for 
an appropriate celebration. In England a banquet was 
held on the 31st May to do honor to the memory of the 
chief founder of, what Mr. Bagehot and some other writers 
have called, “ English Political Economy.” Whether any of the 
other proposed celebrations in this city or abroad will actu- 
ally take place is by no means certain. In Paris there seems 
to be a desire on the part of a few of the leading Econo- 
mists to detract from the acknowledged merits of Adam 
Smith, as they have been recognized all over the world for 
the last hundred years. This spirit of detraction has shown 
itself at intervals, but very cautiously. The most pronounced 
exhibition of it was given by M. Chevalier, in a lecture at 
the College de France, about two years ago. It was boldly 
claimed by the lecturer that Quesnay had a right to the 
precedence in the first honors of founding the system of 
Modern Political Economy. It is quite amusing to observe 
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the ingenuity with which Chevalier turns the well-known 
incidents of Adam Smith’s two visits to Paris in 1762 and 
1765, so as to offer support to the precedence M. Chevalier 
wishes to establish. Indeed, his whole argument rests on 
the theory that Adam Smith frequently saw Quesnay 
in Paris, and therefore must have learned a great deal 
from him. Now, as Adam Smith bestows in his work much 
commendation upon Quesnay, and calls him “the very inge- 
nious and profound author of the system” of the physiocrats, 
and as Smith declared publicly that, if Quesnay had not 
died before the Wealth of Nations was published, the work 
would have been dedicated to him, it does appear, to an 
unbiassed observer, that M. Chevalier need not have labored 
at such great length in his lecture to prove what everybody 
knows so well, that during the twelve months which Adam 
Smith spent at Paris, in 1765 and 1766, he had frequent op- 
portunities of conversing with Turgot, Quesnay, the Abbe 
Morrellet, and other eminent Economists. Still less needful 
was it for M. Chevalier to contend with so much warmth, 
as if anybody ever questioned it, that Quesnay published 
his system many years before the Wealth of Nations appeared, 
and that Adam Smith had abundant means of perusing 
Quesnay’s books, and of benefiting by his researches, even 
before either of these two great Economists had ever met 
at Versailles or at Paris. That Adam Smith had done 
faithfully all that Chevalier has charged upon him, in re- 
gard to the study of Quesnay’s system, is familiar to every 
reader of the refutation of that system in the Wealth of 
Nations. Still, M. Chevalier repeatedly mentions it as a 
striking circumstance, full of significance for his purpose, 
that “in 1766, when Adam Smith was daily conversing with 
the Economists at Paris, Quesnay’s books had probably been 
long and well known to him, for they were published sev- 
eral years before.” In these and other arguments of M. 
Chevalier’s, he is simply trifling with his subject. Nor does 
it help his purpose to: quote from Dupont de Nemours, a 
letter in which the writer says of himself and Smith, that 
they were “condisciples chez Quesnay.” A very different 
testimony, as we shall shortly see, was given to the merits 
of Adam Smith, by M. Leon Say, the Finance Minister of 
France, who was present at the London meeting to celebrate 
the first centennial of the Wealth of Nations. 

The meeting was convened by the “Political Economy 
Club,” and Mr. Gladstone occupied the chair. With a view 
to give a definite form to the discussion, the following 
question had been previously agreed upon: “What are the 
more import results which have followed from the publica- 
tion of the Wealth of Nations just one hundred years ago, 
and in what principal directions do the doctrines of that 
book still remain to be applied?” Mr. Robert Lowe being 
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called upon to open the discussion began by analyzing the 
methods and powers of Adam Smith. First, he said Smith 
was gifted with a most remarkable faculty of exposition. 
He had a force and vigor in treating a subject which few 
people could emulate. He had also a peculiar power to 
enter into the minds of mankind. He had the faculty of 
anticipating and foreseeing what they would do under cer- 
tain circumstances. This intuitive insight enabled him to 
separate the permanent elements from the temporary ele- 
ments in every economic investigation to which he applied 
his mind. It was this incisive power—this peculiar insight— 
this forcible grasp of mind—which enabled him to make 
economics a deductive science. The test of any science is 
prevision or prediction. It is because economic science, as 
taught by Adam Smith, so effectually fulfills this function of 
prevision, that it ought to raise him to a very high rank 
among those who have cultivated the more abstruse parts of 
knowledge. Mr. Mill had spoken harshly of Adam Smith, 
saying, that he is often obsolete, always imperfect, and that 
the science in his time was in its infancy. There is some 
truth in these charges, but it is counterbalanced, and far 
more than redeemed, by the wonderful force and truth of 
those maxims and principles which he has evolved and ex- 
pressed with such inimitable clearness and power. When the 
original thinker has struck out an idea it is easy to find men 
who can do the systematizing part of the work. If Adam 
Smith was the Plato of Political Economy, Ricardo was its 
Aristotle. A signal proof of the extraordinary power which 
Adam Smith had was his ability, which no man ever had 
before to the same extent, of condensing truth into a few 
memorable words which mankind could retain and act upon. 
Errors, of course, he had, like the rest of us. In what he 
said about rent as an element of value, about the usury laws 
and about the navigation laws, Smith made some mistakes. 
But there is this peculiarity about his errors, he never presses 
his generalizations too far, as so many of his professed fol- 
lowers have done; on the contrary, he was led into error be- 
cause he had not sufficient confidence in the generalizations 
he had made, and waited to have them verified by experi- 
ence. On the whole, if there be a want of system in his book, 
its merits amply compensate for the want of it. 

Passing next to the advantages present and prospective of 
the labors of Adam Smith, Mr. Lowe said that one of his 
great merits was that he had enabled us to condense the 
whole theory of wealth and poverty into four words. He 
showed that, as the causes of wealth are two—work and 
thrift—so the causes of poverty are two—idleness and waste 
—and that these simple propositions contain all that is 
necessary to be known, and, perhaps, all that can be known, 
about the production and accumulation of wealth. As to 





188 THE BANKER’S MAGAZINE. [ September, 


the ignorance in which Adam Smith found mankind on 
economic subjects, a notable instance was cited from a 
conversation, in which Dr. Johnson told Mr. Boswell his 
views on trade. “As for mere wealth, that is to say, 
money, a man cannot increase his store without making 
another poorer.” Such is the deliberate opinion of the sage 
who, in the estimation of that time, stood far above Adam 
Smith. What Adam Smith laid down on the subject was 
the maxim, now universally acknowledged, that trade and 
commerce enrich both buyers and sellers at the same 
time. Mr. Pitt, the great War Minister of George III, 
was one of the earliest converts of distinction won by 
the Wealth of Nations, The first French treaty was _ the 
earliest fruit of Pitt’s conversion. Huskisson, under the 
same reforming influences, relaxed the navigation laws and 
destroyed the colonial monopolies. Later still, we see a 
severe struggle in which Smith supplied all the arguments 
which won the glorious triumph of the abolition of the 
corn laws. The legislation of Sir Robert Peel was an enor- 
mous stride in advance. The measures of Mr. Gladstone 
were the very crown of the edifice. He had left nothing 
for his successors to do, at least in the direction of carry- 
ing out the principles of Adam Smith. 

Mr. Lowe next touched briefly upon the subject of reci- 
procity and limited liberality, and then entered npon the in- 
quiry as to the future results to be anticipated from Adam 
Smith’s work. After some remarks on the French treaty of 
1860, and on endowments for educational purposes, he ad- 
vanced to the labor question and the evils of trades-unions. 
There is nothing more lamentable, he says, in these times, 
when we have for so many years enjoyed the full light of 
Adam Smith’s teaching, than to see the errors and follies into 
which mechanics and laboring people are led. Such, for in- 
stance, as the rule, that a man shall not hold a brick and a 
trowel in the same hand; that you shall not be allowed to 
get your stone or other things except from a particular place; 
that you shall not chase, that is, you shall only work at a 
very moderate pace, and that you shall not attempt to dis- 
tinguish yourselves in any way; all contrivances in order to 
waste the capital of the master, and really, in the end, to 
injure the persons they are intended to benefit. He said 
there could be no better doctor for such a disease than Adam 
Smith. As education spreads, these things will diminish; and 
there is the greatest possible hope that, as Adam Smith has 
eaten out so many other diseases that were injuring the pub- 
lic, he will also destroy this. He was not sanguine as to any 
very large or startling development of political economy, and 
said that the controversies which we now have in political 
economy, although they offer a capital exercise for the logical 
faculties, are not of the same thrilling importance as those of 
earlier days; the great work has been done. 
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M. Leon Say next spoke of the obligations of France, and 
the world, to Adam Smith; the physiocrats, he said, under 
Quesnay and his school had prepared the ground in which 
Adam Smith afterwards cast the seeds of economic truth. 
The excitement of the French revolution swept away from the 
public mind the political and economic ideas which had pre- 
viously been the recreation or the business of the philosophic 
classes in France. Under the empire, the economists were 
not in favor, but they pursued their favorite studies in ob- 
scurity. In November, 1814, M. J. B. Say, the grandfather of 
the speaker, visited England, and went to Glasgow, that he 
might sit in the seat from which Adam Smith had delivered 
his lectures on political economy. He took his head in his 
hands in the hope, as he said, to carry back with him to 
France a spark of the genius of the master. This spark he 
did indeed carry away, and what a glorious light he kindled 
by it for France. He drew around his chair a crowd of 
students, who, for the first time, heard expounded the true 
principles of economic science. He created a new School; 
political economy forthwith took root; it was no longer an 
exotic. It became naturalized. It was French. Still the 
doors of the government offices were closed upon it. Eco- 
nomic science was looked on by the official world as some- 
thing dangerous, as a weapon loaded and primed and ready 
to go off and do mischief when least expected. Thus J. B. 
Say did not see his efforts crowned with success. He would 
have been greatly astonished to see his grandson charged 
with the duties of Minister of Finance, and, at the same time 
priding himself that he belonged to the school of Adam 
Smith. M. Say proceeded to speak of commercial treaties, 
and of the prevalent error of discussing the questions of po- 
litical economy from the point of view of the producer and 
of neglecting to look at them from the equally important 
point of view of the consumer. He concluded by remarking 
that according to Adam Smith, there are three conditions 
under which a country can alone prosper: the due administra- 
of justice; the freedom of labor; and freedom from war. “If,” 
said he, “we fulfil these conditions, and march with a sure 
and swift pace in the paths of progress and civilization, shall 
we not render by our conduct a homage more and more 
brilliant to the memory of the great British economist?” 

After a few words from Mr. Norman, the oldest member of 
the club, who said he had joined it fifty-five years ago, Mr. 
Gladstone paid a compliment to the United States and to Mr. 
McCulloch, who was present but desired not to speak in re- 
sponse. He then called on M. Laveleye, who described the 
two Continental schools of political economy, the historical 
and the deductive, and declared in the words of an American 
economist, that, after Shakespeare there was no man who had 
shed more lustre on the name of England than Adam Smith. 
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The next speakers were Mr. Thorold Rogers, Mr. New- 
march and the Chairman. Mr. W. E. Forster next spoke of 
the relations of Political Economy to legislation, and the sub- 
ject was concluded by the Hon. Secretary of the club, Mr. 
Courtney. Mr. Bagehot did not speak at the meeting, but 
he has given a sketch of Adam Smith in the Fortnightly Re- 
view. We give the following quotation from that paper: 

“The founder of the science of business was one of the 
most unbusinesslike of mankind. He was an awkward 
Scotch professor, apparently choked with books and ab- 
sorbed in abstractions. He was never engaged in any sort 
of trade, and would probably never have made sixpence by 
any if he had been. His absence of mind was amazing. ‘ 
The wonder that such a man should have composed the 
Wealth of Nations, which shows so profound a knowledge 
of the real occupations of mankind, is enhanced by the 
mode in which it is written. It was the exclusive product 
of a lifelong study, such as an absent man might, while in 
seeming abstraction, be really making of the affairs of the 
world. On the contrary, it was in the mind of its author 
only, one of many books, or rather a single part of a great 
book, which he intended to write. A vast scheme floated 
before him, much like the dream of the late Mr. Buckle 
as to a History of Civilization, and he spent his life ac- 
cordingly in studying the origin and the progress of the 
sciences, the laws, the politics, and all the other aids and 
forces which have raised man from the savage to the civil- 
ized state. The plan of Adam Smith was indeed more 
comprehensive even than this. He wanted to trace not only 
the progress of the race, but also of the individual; he 
wanted to show how each man, being born (as he thought) 
with a few faculties, came to attain to many and great 
faculties. He wanted to answer the question, how did man 
—race or individual—come to be what he is? These im- 
mense dreams are among the commonest phenomena of 
literary history; and as a rule, the vaster the intention, the 
less the result. The musings of the author are too miscel- 
laneous, his studies too scattered, his attempts too incoher- 
ent, for him to think out anything valuable, or to produce 
anything connected. But in Adam Smith’s case the very 
contrary is true; he produced an enduring particular result 
in consequence of a comprehensive and diffused ambition. 
He discovered the laws of wealth in looking for ‘the na- 
tural progress of opulence,’ and he investigated the progress 
of opulence as part of the growth and progress of all things.” 

As there is no time to be lost, if our American Econo- 
mists desire to observe Adam Smith’s Centenary, we hope 
that the Academy of Sciences, or some other body of 
men among us, will take measures to celebrate the anniver- 
sary in some appropriate way immediately after the sum- 
mer vacation. 
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THE CURRENCY MOVEMENTS IN ITALY. 


Italy, as is well known, is contemplating the resumption of 
specie payments. The Italian monetary law of April, 1874, 
invited the ministers of finance and commerce to draw up an 
account of the paper money which was first issued in May, 
1866, and to present a report on the best mode of resump- 
tion. That document, which is of great length, was recently 
presented to the Chamber of Deputies at Rome, and forms a 
complete exposition of the economic situation of Italy. The 
Journal des Debats lately published a summary of that paper 
by M. de Reinach. He shows that when the paper currency 
was decreed in 1866 the accumulated deficits in the State 
budgets amounted to 2,000 millions of francs. Since 1861 a 
sum of 225 millions of rente had been created; but the price 
had fallen to forty-five for the Five per cents., and a further 
issue had become impossible. By these and other extraordinary 
resources the deficit had been covered to the amount of 1,700 
millions, and a balance of 300 millions remained unprovided 
for. The ordinary revenue had, however, not remained sta- 
tionary; the receipts, which in 1861 amounted to 458 millions 
only, had increased to 637 millions in 1865; but on the other 
hand, the augmentation in the expenditure had been still 
more rapid, having advanced in the same period from 812 
millions to 1,069 millions. At the same time the commercial 
balance in the four years showed a deficit of 1,340 millions. 
The Government had employed all its available resources, the 
State railways and crown lands had been alienated as far as 
was possible, and the establishment of a forced circulation, 
with the creation of a State paper money, became a matter of 
absolute necessity. The consequence of the law, and of the 
requirements of the treasury, was, that the paper circulation, 
which had been only 247 millions of francs in April, 1865, 
rosé in 1874 to 1,500 millions. During that period the de- 
preciation of the paper money fluctuated between nineteen 
per cent in 1866, and three per cent. only in 1870; in 1876 it 
is seven per cent. The price of the Italian Five per cents. 
rose from forty in 1866, to seventy in 1871, then fell to sixty- 
nine in 1873, and is now above seventy-two. The frequent 
variations in the premium on gold, was a cause of great un- 
certainty in trade, as the conditions of a contract made when 
paper compared with gold was at a discount of ten per cent., 
were completely changed when the depreciation rose to fifteen 
per cent., or fell to five per cent. only. On the other hand, 
the regime of the paper circulation produced a great advance 
in the economic education of the country. Before 1859, bank 
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notes could scarcely be said to be an instrument of credit or 
of circulation, being principally employed as a security against 
robbery. The inhabitants of the rural districts in the north 
recognized no other value than the twenty-franc gold pieces, 
and those of the south those only of the silver piastre. Be- 
tween 1866 and 1874, the six banks of issue had increased 
the number of their offices or branches, from fifty-two to 
ninety-five, and Italy, with twenty-seven millions of inhabi- 
tants, had more facilities for banking than France at present 
with thirty-six millions. A fact remarked in countries 
with a forced paper currency is that, not being subject 
to the periodical influences of the scarcity or abundance of 
metal, they are less sensible to changes in the rate of interest. 
Thus, between 1866 and 1874, the National Bank of Italy 
has only changed its rate three times, not rising above 
six per cent., nor falling below five; while, during that time 
the rate in Belgium and Holland had changed more than 
fifty times, ranging from two-and-a-half to seven per cent., 
and in England the fluctuations had been still more fre- 
quent, and within wider limits. . With respect to the 
second part of the report, the ministers are forced to ad- 
mit their inability to propose any measures for the prompt 
termination of the forced currency. All that could be done 
was to diminish the inconveniences of it, by depriving the 
notes of each of the six banks of issue of their local 
character. That object was obtained in the Act passed 
by the union of the six banks into a Syndicate, for 
the issue of the milliard of Government paper, and their 
own notes to the amount of the triple of the capital, with 
a reciprocal forced circulation in each of the other provinces. 
To terminate the forced circulation, the Government would 
have to first redeem the nine hundred millions of its notes 
already issued. To borrow that sum would be to charge 
the budget, which already shows a deficit, with an addi- 
tional sum of fifty millions annually. A proposal supported 
by several deputies was to redeem a sum of fifty millions 
annually; but until the revenue leaves a surplus of receipts, 
that measure will be impracticable. When that result shall 
have been attained, the surplus may be either employed in 
the amortisation of an equal amount of notes, or in covering 
the interest of a loan for the entire withdrawal of the 
State paper money. The further movements of the currency 
reformers in Italy will be watched with the more interest, 
as it will probably influence the prospects of specie re- 
sumption in other countries. 
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THE SCOTCH BANKING SYSTEM IN ENGLAND. 


We lately referred to the labors of the Parliamentary com- 
mittee appointed to inquire into the restrictions and privi- 
leges created by the law for the English banking system. 
This committee was agreed to by the House of Commons 
17th March, 1875. It sat from April 22d to July 22d, when 
it made its preliminary report containing the evidence of the 
various witnesses without comment. The committee asked to 
be re-appointed the following year, but there is little pros- 
pect that this will be done. The circumstances which led to 
the appointment of the committee are well known. They 
were briefly these: The Scottish banks finding, of late years, 
that their deposits, on which they pay interest, were accumu- 
lating, while the outlets were too narrow for their employ- 
ment in Scotland, determined to open branches in London. 
Two benefits were expected from these branches: First. The 
Scotch banks would be able to do their London business 
themselves, instead of employing agents to do it on commis- 
sion. The saving from this change would be all the greater 
inasmuch as for some years the Scotch mercantile firms, 
in Glasgow and elsewhere, had acquired the habit of making 
their bills and promissory notes payable in London. This 
tendency of Scotch finance to make London its objective 
point has operated for several years, and a large volume of 
business was thus created which the Scotch banks thought 
they might do themselves, instead of paying the London 
banks to do it for them. Secondly. There was another ben- 
efit which the Scotch banks promised themselves from their 
new establishments in London. These branches would give 
new facilities and would open larger outlets for the outflow 
of the idle deposits with which the Scotch banks were em- 
barrassed. At London these institutions would be brought 
into direct contact with the large borrowers of money. They 
would be able to accept bills and to enter into other finan- 
cial fields of enterprise, which, though commonly supposed to 
be risky, were remunerative and attractive to some of the 
London banks. In view of these and other advantages the 
Scotch banks determined to go to London and to open an 
active competition for the business to be done there. 

The London banks took the alarm and tried to prevent 
the movement by various strategic manoeuvres, which failed 
for want of skill rather than of industry. The English banks, 
both in and out of London, bound themselves together, in 
a compact organization, to resist the Scotch invasion. When 
this union, after much delay, was completely perfected, they 
appealed to the public and to Parliament. Their arguments 
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were two; first, they declared that the Scotch banks were for- 
bidden by law to set up branches in London; secondly, they 
added that if these banks were not forbidden they ought to 
be. Common sense would seem to have suggested to the 
English banks the obvious policy of choosing one of these 
two lines of defence at a time, and of concentrating their 
whole force upon it. When one defence had been pushed to 
the utmost, then the other could have been taken up and 
worked with the same resolute energy. For example, if the 
law was really against Scotch banks, nothing could be more 
easy than to bring the controversy into court and have it set- 
tled as promptly as possible, and if the English banks were 
beaten in the courts, then it would be open to them to go 
to Parliament and to demonstrate, not on narrow, selfish 
grounds, but by great general principles and_ established 
facts, that the public interests demanded that a law should 
be passed shutting the Scotch banks out of London. Neither 
of these obvious plans was adopted. The English banks 
weakened their case with the public by declaring in one 
breath that the law forbade the Scotch banks from competing 
in London with the English banks, and yet that the law 
must be altered so as to protect the English banks more 
completely from the threatened competition. The  conse- 
quence might easily have been foreseen. During the whole 
controversy the banks have never secured the sympathy of 
public opinion, and there is scarcely any chance of their ob- 
taining new legislation. Whether they will carry their case 
into the courts, as they might have done at the beginning 
of the controversy, appears now to be doubtful. - 

Two chief questions were involved in the inquiry of the 
Parliamentary committee: they had to inquire, first, into the 
present state of the English banking law; and, secondly, into 
the reasons why the law should be changed. As to the for- 
mer point, the most important evidence was that ‘of Mr. Fitz- 
James Stephen, a barrister of high standing, who has given 
much attention to the banking system and its relation to the 
English law. Mr. Stephen gave it as his opinion that under 
the English banking law of 1697, as modified by later 
statutes, the Scotch banks were not authorized to open 
branches in London, except they ceased to issue bank notes 
in Scotland. His evidence wiil be found very interesting, 
containing as it does, a digest of the English banking laws 
related to the questions before the committee. Subjoined is 
the most important part of Mr. Stephen’s testimony from the 
official report: 

“There are a great many acts of Parliament on the sub- 
ject, qualifying one another, and I have put the law into a 
certain number of propositions in which the language of the 
acts had, as far as possible, been exemplified ‘by the acts dat- 
ing from 1697 downwards to the present time. My first 
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proposition is, that the Bank of England may issue notes for 
not less than £5, upon the conditions as to the whole 
amount contained in the bank charter accounts. The second 
proposition is this—that private bankers in any part of Eng- 
land, and joint-stock banks, carrying on the whole of their 
business beyond sixty-five miles from London, and not having 
any house in London, are allowed to issue notes for not less 
than £5, subject to the regulation of the bank charter act, 
which restricts the issue of notes beyond a certain amount. 
The third proposition is, that every bank entitled to issue 
notes, which becomes bankrupt, ceases to carry on business; 
or any private bank which becomes a joint-stock bank loses 
its right to issue such notes. Fourthly: that private banks 
and joint-stock banks may have agents in London for pay- 
ment of the notes which they issue. Fifthly: no joint-stock 
bank which issues notes, except those specified in proposition 
two, may carry on business in any part of England. Sixthly: 
any joint-stock bank which does not issue notes may carry 
on all other branches of banking business in any part of the 
kingdom. These are the propositions which seem to me to 
embody the existing law on the subject. The act of 1697, 
William and Mary, simply establishes the Bank of England, 
and sets forth that no other bank of issue shall be allowed 
in the kingdom, meaning England, as it was before the act 
of union between England and Scotland; and by that it was 
intended to prevent a foreign bank, say the Bank of Amster- 
dam, establishing a branch here. Another act passed in the 
reign of Anne, in 1707, provides that, during the continuance 
of the Bank of England, it shall not be lawful for any body, 
politic, public, or corporate, or any persons united in part- 
nership exceeding six in number, to issue notes. Up to 1800 
no other bank of issue, save the Bank of England or private 
banks, could lawfully issue notes. If a foreign bank carried 
on business and issued notes in England, they could be pre- 
vented by the statutes of William and Anne. A concern like, 
say the Bank of Amsterdam, being a bank of issue, would 
not be entitled to open a branch for deposits in London. It 
seems to me that, according to law, no bank except the 
Bank of England has the power of issuing notes in the way 
I have mentioned. The first qualification of the old acts, was 
in 1826, which allowed joint-stock banks to issue notes if at 
a distance of sixty-five miles from London, with the condi- 
tion that these banks should possess no branch in London. 
I am not aware that there are any Scotch, Irish, or foreign 
banks carrying on business in London. If Scotch banks cash 
notes at their own agencies, say in Newcastle, they will be do- 
ing an illegal thing, and certain clauses of the act of 1826 
bear out my view of the subject, providing for the regis- 
tration of both English and Scotch banks. The Act abolished 
the issue of £1 notes in England, although it allowed their 
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continuance in Scotland. I think it would be illegal for 
Scotch or Irish banks to issue notes, but I do not think it 
at all clear that the notes might not circulate amongst other 
people not being bankers. I cannot take the preamble of the 
bill of 1826 as evidence that there was an agency at that 
time. It would raise a difficult point of law in the case of a 
banker who took the notes simply as cash, and issued them 
to his customers afterwards. I do not know how far that 
might bring him within the prohibition. The Bank Charter 
Act provides that no new bank of issue shall be established 
in the United Kingdom, and no one shall issue a larger 
amount of notes than that specified in 3 and 4 William IV. 
When the London and Westminster Bank was established 
counsel were consulted as to whether a joint-stock deposit 
bank was permissible under the statute. They were of opin- 
ion that it was, and accordingly other clauses were intro- 
duced into the bill. The words were put into the Act to the 
effect that not only must they not issue notes in certain 
places, but in England none at all. My view is that the Bank 
of England has been granted a monopoly with regard to the 
issue of notes. I think that the circulation of Scotch notes 
would be illegal; that the Act of 1828 prohibited their being 
uttered or circulated in England. These acts do not inter- 
fere with the system which was popular in Scotland, and it 
seems to me that legislation has put the two systems upon 
entirely different footings. I cannot see why, if English 
banks are prohibited from issuing their notes in or near 
London, that restriction should be removed in the case of 
Scotch banks.” 

Mr. Stephen proceeded to show that the principle of monop- 
oly of the Bank of England ran through all laws from 1697 
till the present time. First of all, the Bank of England had 
a monopoly of issue; afterwards the power to issue notes 
was given to private or joint-stock banks, and then it was 
withdrawn from them in part, so that all note-issuing banks 
were prohibited in England, except such as were doing busi- 
ness there prior to the passage of the Bank Act of 1844. On 
these principles, he argued, that the Scotch banks, so long as 
they continue banks of issue, were not competent under the 
law to open branches in London. 

Against this legal argument several considerations have 
been urged. There are only two which need notice in this 
place. First, it is argued that if Mr. Stephen’s view of the 
law is correct, a change should be made in it of an opposite 
character to that demanded by the English bankers. The 
day is past when legal restrictions giving a monopoly to one 
set of banks in Great Britain can be maintained to the det- 
riment of another class of banks. The spirit of British leg- 
islation for many years has been hostile to monopolies and 
in favor of freedom. This argument has been pressed with 
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so much force by the London 7Zimes, that it has evidently 
been in the opinion of that journal the great popular argu- 
ment by which the English banks have been defeated in their 
conflict with public opinion. Secondly, it is contended that 
if the law, as Mr. Stephen expounds it, prohibits the Scotch 
banks from opening branches in London unless they cease to 
emit bank notes in Scotland, the same prohibition will hold 
in regard to other foreign banks. The argument is, that as 
the statute of 1697 provided that no foreign bank could have 
any branch even for deposit purposes in London, and inas- 
much as this prohibition has never been repealed, and is 
sought to be enforced against the Scotch banks, it must 
also be enforced against all other foreign banks‘of circulation. 
But this view of the law is too extravagant, and it has never 
been held before. On the contrary, a number of foreign 
banks which issue notes at home, have opened offices in Lon- 
don, and this right has existed for many years without ques- 
tion. To show the extent to which this principle has been 
accepted, the subjoined table has been compiled, of some of 
the foreign banks which have offices in London, although 
they issue notes in the foreign locality where their chief office 
is situated. 


FOREIGN AND COLONIAL BANKS IN LONDON HAVING NOTE-ISSUES 


ABROAD. 
Capital and Circulation 
Name of Bank. Surplus. Deposits, &c. abroad. 

Austrian Joint Stock £520,000 .£1,780,000 . £ 236,000 
BAM GE PUStMIAR ss ssccssssaseccsssaswecccenss 1,423,000 . 2,976,000 . 300,000 
Bank of British North America. ..........00. 1,250,000 . 1,558,000 . 896,000 
Bank of British Columbia 323,000 . 575,000 . aa 
Bank of New South Wales...........0.+ssees 1,333,000 . 7,346,000 . 725,000 
Bank of New Zealand 780,000 . 3,433,000 . 427,000 
Bank of South Australia 625,000 . 802,000 . 87,000 
Bank of Victoria 700,000 . 2,782,000 . 809,000 
Chartered Mercantile Bank of India, &c.. $05,000 . 3,312,000 . ae 
Chartered Bank of India, &c 800,000 . 1,619,000 . —— 
Colonial Bank 677,000 . 2,799,000 . 424,000 
Commercial Banking Company of Sydney. 815,000 . 3,315,000 . 894,000 
English, Scottish, and Australian Chartered. 652,000 . 1.206,000 . 142,000 
Hong Kong & Shanghai Banking Company. 1,200,000 . 2,953,000 . 290,000 
Imperial Ottoman Bank 4,371,000 . 3,111,000 . 203,000 
London Bank of Mexico, &c 540,000 . 868,000 . 573,000 
London Chartered of Australia 1,120,000 . 1.663,000 . 143,000 
London and River Plate 775,000 . 738,000 . 850,000 
London and South Africa 400,000 . 284,000 . 79,000 
Mercantile Bank of River Plate. ............. 452,000 . 2,656,000 . 81,000 
National Bank of Australasia.............c000. 938,000 . 2,021,000 . 323,000 
National Bank of New Zealand............. | 315,000 . 681,000 . 113,000 
Oriental Bank Corporation 2,000,000 . 10,548,000 . 718,000 
Standard Bank of British South Africa.. .. 458,000 . 1,410,000 . 533,000 
Union Bank of Australia 1,650 000 . 4,160,000 . 376,000 


—— en 


MN a nssnasixigetsatoosasienasase .seeeeZ 24,722,000 £ 64,596,000 £ 7,222,000 


It seems to us that the question has been decided on a 
false issue. If the English banks had wished to obtain an 
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authoritative interpretation of the law so as to restrain their 
rivals, the Scotch banks, and to stop them from opening 
branches in London, the course adopted for this purpose 
was a very unfortunate one. The courts were open to them, 
and it was their first duty to find out whether the law as it 
stood gave them any remedy. This point being cleared up, 
they could have gone to Parliament with a simple intelligi- 
ble grievance. They could have said, the law as it stands 
does not prevent a great public injury which threatens the 
whole British banking system, from the proposed establish- 
ment of the Scotch banks in London. These banks are over- 
loaded with deposits, and are weak in cash reserves. In times 
of panic these Scotch banks have always been a source of 
weakness to our banking system, and if allowed to open 
branches in London they will be more dangerous than ever. 
If this simple case had been presented and proved and 
generally accepted, we do not say that the English banks 
would have won the victory they aspire to. We are not sure 
that they ought to win it. What they would have done, 
however, is of still greater importance. They would have 
obtained a fair, full, and impartial hearing from the British 
public, and they would have appeared before Parliament as 
citizens anxious to preserve their country from the evils of 
future panics, rather than as tradesmen who wanted to pro- 
tect themselves from the competition of rivals in business. A 
further advantage would have been gained, in that, Parlia- 
ment would have seized, discussed, and perhaps, decided the 
two questions on which the whole controversy turns. First. 
Can the Scotch banks be safely admitted to the privileges 
which they seek? and if so, what conditions must be imposed 
upon these banks and upon the English banks to meet and 
to prevent the increased perils of future financial panics. Of 
these conditions two of the most important are the requiring 
of every bank to keep in its own coffers an ample supply of 
coin reserves; and secondly, to give guarantees to the public 
that such reserves were really in the vaults of the bank, by 
the publication of attested weekly statements in the newspa- 
pers containing the details of the liabilities and cash reserves. 
This system of safeguards has been tested in other countries, 
end new arguments in its favor are suggested by the recent 
efforts of the Scotch banks to establish themselves in London. 
Another result which the English banks would have accom- 
plished if they had managed their case more skillfully before 
the House of Commons is, that the report of the committee 
now before us would have been less desultory. It is impossi- 
ble that the committee should have avoided fixing its atten- 
tion upon the two great banking questions of the day, panics 
and cash reserves. The most meagre attention is really given 
to these two questions in the report. Some of the witnesses 
started casually the most suggestive topics, but the commit- 
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tee seldom explored them with much minuteness. Two high 
officials of the Bank of England were examined, but little in- 
formation was elicited in comparison with what might have 
been expected. One of them stated incidentally that the 
Scotch banks enhanced the perils of the panic of 1847, by 
the exhaustion of their cash reserves and the consequent 
urgency of their entreaties for help at the Bank of England. 
It is somewhat singular that the committee were not led by 
this and other testimony to regard bank panics and bank re- 
serves as worthy of the most thorough examination, in con- 
nection with the subject before them. 

We must not close this paper without a brief reference to 
a remedy for the evil which has been proposed by some of 
the English banks, and is supported by a powerful body of 
influence among them. It is set forth by Mr. Dod in an 
elaborate essay in the journal of the Statistical Society for 
March, 1875. As it seemed to be settled that the Scotch 
banks could not be kept out of England, Mr. Dod proposed 
that they should be allowed free permission to open branches 
there. But to do away with all partiality he would put all 
the banks, English and Scotch, on the same level in regard 
to the issue of notes. He would repeal the privileges given 
to the Bank of England and to other banks of issue by the 
act of 1844, and he would confer the right of issuing bank 
notes upon all banks on conditions somewhat like those of 
our National banking law. We shall discuss Mr. Dod’s plan 
hereafter. He expounds it as follows: 

“Three plans of securing the note issues of the banks are 
suggested. First, we may make the bank-note a first charge 
on the issuer’s estate in the event of failure. Secondly, we 
may require government securities to be lodged with the gov- 
ernment to cover the amount of the maximum issue. Thirdly, 
we may combine the first two plans, and we may make the 
note a first charge on the estate of the issuer, and we may 
require security for the whole or part of the authorized maxi- 
mum of circulation. With regard to the first plan, that of 
making the note a first charge on the issuer’s estate in the 
event of failure, the objection has been made that in the 
event of a bank getting into difficulties the depositors would 
make a run upon it in order to put themselves in the position 
of note holders. “But it cannot be supposed that depositors 
who, under the present position of the issues, would not run 
upon the bank for legal tender, would, if the notes ranked 
preferentially to other liabilities, run upon the bank for pay 
ment in its notes. 

“2. To the proposition to require each issuer to lodge with 
the State government securities to cover the amount of his 
maximum issue, it might be objected that this would secure 
the ultimate payment of the note, but could afford no guar- 
antee of its immediate convertibility. To this, it may be re- 
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plied, that the State is by no means called upon to see to 
the immediate convertibility of a non-legal-tender note. 
Though it may be politic to organize measures for the pro- 
tection of the holder from loss; but, in any case, notes se- 
cured by the deposit of consols with the State, would be prac- 
tically convertible so far as the public were concerned, for as 
the discredit of the Government-Security note of one issuer 
might affect the notes of other issuers in the same district, it 
would be the policy of these issuers to give credit for the 
notes of the failed banks—knowing their ultimate sufficiency— 
rather than allow the system of note issues in which they 
were themselves interested to suffer discredit. This is pre- 
cisely the course which the Scotch banks, after a couple of 
days hesitation, adopted with regard to the notes of the 
Western Bank when it failed some years ago, and they ob- 
tained a permanent accession of business by so doing, avoid- 
ing of course a loss of interest by having the notes marked 
as presented for payment. 

3. “The third alteration comprises the two-fold security of 
making the notes a first charge on the estate of the issuer, 
and of requiring security for the whole part of the authorized 
maximum of circulation. If the notes were made a first charge 
on the estate it would probably be sufficient to require the 
provision of government security for one-half of the maximum 
of authorized circulation. Probably too, it would be quite 
unnecessary to bind the banks to hold coin or other legal 
tender. A bank failing to pay its notes on demand, would 
forfeit the privilege of issue. This of itself ought to insure 
the maintenance of an adequate supply of legal tender; but a 
monthly return should be required, for publication, of the 
average weekly amount of legal tender held, and every bank 
should be obliged to publish a balance sheet annually, in a 
prescribed form. . . . ._ If it should be urged as an ob- 
jection to the extension of the country issues, that the press- 
ure on the Bank of England during a time of revulsion or 
threatened crisis, already too great, would be made worse, for 
the reason that provincial banks would have not only their 
deposits, but likewise their circulation to pretect, and would 
require to hold for that purpose an increased amount of le- 
gal tender; it may be replied that the notes would command 
confidence by bearing on the face of them the conditions as 
to security under which they were issued. Moreover, it is to 
be hoped that the days of ‘the reliance of our banking system 
on the single attenuated reserve of the Bank of England are 
already numbered, and that the regular publication of the 
amount of legal tender held by each bank, will be enforced 
to secure the permanent maintenance by every considerable 
bank, of a tangible reserve in coin or legal-tender notes. The 
extension of the country issues would facilitate the formation 
of such reserves by throwing free a considerable amount of 
the legal tender now in circulation.” 





OPERATION OF THE DOUBLE STANDARD. 


CHANGES FROM GOLD TO SILVER UNDER THE 
OPERATION OF THE DOUBLE STANDARD. 


BY GEORGE M. WESTON. 


Lord Liverpool may be said to be the author of the British 
single standard of gold. He had recommended it in a letter 
to the King on the coinage in 1805, and as Prime Minister 
in 1816, he influenced the legislation adopting it. The main 
reason for it, assigned by him, was the following : 

“From the beginning of the reign of James I to William 
III gold and silver coins were alternately exported, to the 
great detriment of the public, as often as individuals could 
proht thereby.” 

Lord Liverpool does not point out in what this “ great 
detriment to the public”’ consists, and it will be found upon ex- 
amination, that there is no “detriment” in it, “great” or 
small, but on the contrary, a positive profit and advantage. 

It is undoubtedly true that the double standard, giving to 
the debtor the option of the metal in which he will pay, in- 
sures the most general circulation of the metal which is the 
cheapest for the time being. As gold is sometimes the 
cheapest, and sometimes silver, they will be, of course, alter- 
nately exported, but the resulting “great detriment to the pub- 
fic” is not apparent. 

The late Alexander Baring was not aware of any “ detri- 
ment” having been experienced in England. In his testimony 
before a Parliamentary Committee in 1828, he admitted that 
the market rates between the two metals, “wz// vary with the 
variations in the relative value of the metals, however wisely you 
may adjust the difference,’ and that as a consequence, under 
the double standard, “ the practical currency may change from one 
to the other.’ But he was unable to see any disadvantage in 
that, and continued to insist that England should return to 
the double standard, abandoned twelve years before. 

The first example of the kind in our own National history, 
commenced in 1821, when, in consequence of a large demand 
for gold in England, where gold payments were then re- 
sumed, there was a premium on gold large enough to take 
it out of our circulation and send it abroad. This continued 
until 1834, when our legal ratio of gold to silver was 
changed, and gold became rather the cheaper metal of the 
two at the new prices fixed by the mint. 

While this gold exportation was going on, there was some 
alarm and some agitation in favor of a single standard of 
gold, as a means of getting back that metal into our active 
currency. The evidence of this agitation will be found in a 
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report made to Congress by the Secretary of the Treasury, 
May 4th, 1830, and the papers accompanying it. Among 
them will be found a copy of the testimony of Alexander 
Baring, given in London in 1828, exhibiting the disastrous 
fluctuations of such a narrow standard as gold alone, and an 
energetic remonstrance of Albert Gallatin against the demon- 
etization of silver, Mr. Gallatin declaring that all public and 
private contracts in America had been entered into on the 
basis of the dollar of so many grains of pure silver. A let- 
ter of Samuel White, cashier of the U. S. Bank at Baltimore, 
is also found, exhibiting high intelligence and a thorough 
knowledge of every detail of the case. Mr. White was quite 
unable to see that “great detriment to the public” which so 
afflicted Lord Liverpool. Of the drain of gold, and the sub- 
stitution therefor of the other metal, he says: 

“If any evil or real inconvenience has been experienced, I 
must confess my inability to perceive it. The matter appears 
to resolve itself into the simple calculation, whether or not 
we have sustained pecuniary loss by the conversion of the 
gold portion of our specie into silver coin, at the rate of five 
per cent. premium which was obtained.” 

The gold thus exported would be sure to come back again 
on the next turn of the market, and with a new profit on the 
silver exported in its place. It is true that “ éndividuals” 
might “profit thereby,” but those individuals would be our own 
citizens, and their profit would be at the expense of foreign- 
ers, and not at our expense. 

It is true that if the exportation was of silver, the neces- 
sary medium of the smaller exchanges, there would be an in- 
convenience, but that is easily met by the, expedient of a 
token currency, which we actually adopted in 1853, sufficiently 
reduced in value to be unavailable for export, and yet not so 
much reduced as to be unacceptable for the uses made of it. 
It is doubtful if such reduced coins can constitutionally be 
made in this country a legal tender for any sum, but they 
would always be current as “voluntary money,” (which is a 
phrase of Mr. Gallatin,) if not issued in excess of the de- 
mand for such coins. Either by force of law, or by a 
pressure of convenience equal to the force of law, small sil- 
ver tokens can be so maintained in common use, that mis- 
chief will not result, if an oscillation of market values sends 
the mass of our silver abroad, and substitutes gold for it. 
The reserves of banks and of public treasuries and private 
hoards, would, in such a case, be of gold rather than silver. 
Undoubtedly silver is better for the two first purposes, as 
affording less facilities for robbery. 

The agitation of 1830 was disposed of by a report made 
to the U. S. Senate by Mr. Sanford, (Sénate document No. 3, 
second session, twenty-first Congress,) in which it is well said : 

“Experience has shown that a suitable adjustment will, in 
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general, secure adequate portions of the two species of coins 
during a long period. Minute variations in the relative value 
of gold and silver, occur without end ; they are generally of 
short duration ; and they are, in general, vibrations which 
compensate each other, and leave the average of relative 
value unvaried.” 

“The necessity of occasional adjustments is a small incon- 
venience, when compared with the great inconvenience of 
using only one of the metals; and such has been the experi- 
ence of mankind.” 

“Strange indeed, must be that policy which can tolerate 
five hundred different kinds of paper money, and cannot tol- 
erate both gold and silver.” 

“The constitution of the United States evidently contem- 
plates that the money of this country shall be gold and sil- 
ver. Our system of money, established in 1792, fully adopts 
the principle that it is expedient to coin and use both metals 
as money, and such has always been the opinion of the peo- 
ple of the United States.” 

The next agitation followed the California discoveries of 
1848, which relatively cheapened gold and caused silver to be 
exported, and to a degree which caused a troublesome scarc- 
ity of small change. This difficulty was met by the act of 
1853, creating a small silver token currency of reduced value. 
This act was matured and presented to the Senate in 1852, 
by Mr. Hunter, Chairman of the Finance Committee, with an 
elaborate report. It is truly remarkable that such an act 
should be treated as demonetizing silver. It did no such a 
thing. On the contrary, Mr. Hunter denounced the adop- 
tion of either one of the metals alone, as ruinous to debtors, 
to property and to industry ; delaring : 

“The mischief would be great indeed, if all the world were 
to adopt but one of the precious metals as the standard of 
value. To adopt gold alone, would diminish the. specie cur- 
rency more than one-half ; and the reduction the other way, 
should silver be taken as the only standard, would be large 
enough to prove highly disastrous to the human race.” 

The act of 1853 left the silver dollar untouched, a full ° 
legal tender for all sums, and its coinage demandable as of 
right by any depositor at the mint of silver bullion. And 
in point of fact, confidently as it has been affirmed that its 
coinage practically ceased in 1853, and that it was unknown 
as a coin for twenty years prior to 1873, the official returns 
of the mint show that the coinage of it increased six-fold 
after 1853. And it is apparent that a portion of this sub- 
sequent coinage was for the purpose of circulation in this 
country, and not for export. 

The total coinage of the silver dollar at Philadelphia and 
the branch mints, from 1792 to 1873, was $8,045,838, or at 
an average rate of one hundred thousand dollars per annum 


> 
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The coinage in the three years from 1859 to 1861, both inclu- 
sive, was $1,488,930, and that this was for home use, is 
Shown by the fact that it dropped suddenly from $559,930 
in 1861 to only seventeen hundred and fifty dollars in 1862, 
when the currency of the country became paper and the 
metals were no longer used. The coinage for the five years 
from 1869 to 1873, both inclusive, was $ 3,538,710. This was 
from the new mines in Nevada, and was manifestly for export. 

The period when the silver dollar was not coined, was not 
after 1853, but from 1808 to 1835, when not one was struck; 
but that did not demonetize it. The explanation probably is, 
that it was not sufficiently known for use in our trade with 
the East, and that the half dollar was preferred for home 
purposes. The same fact of a temporary non-coinage hap- 
pened in respect to gold after 1821, when the resumption of 
gold payments by the Bank of England had made gold 
dearer. It was not carried to our mint for coinage, after 
1821, for a dozen years; but that did not demonetize it. Nor 
was silver demonetized by the temporary relative rise of it, as 
a consequence of the California and Australian discoveries. 
It has already fallen again, and, but for the clandestine, sur- 
reptitious and really fraudulent alterations in our coinage laws 
in 1873 and 1874, it would be silver and not gold which 
would be carried to the mints just as soon as the displacement 
of legal-tender paper gave room for the currency of, the 
precious metals. 

What happened in this country after the California discov- 
eries, the displacement of silver by the cheaper gold, down 
to 1862, when paper displaced both, is well recollected. Sil- 
ver was kept in the small channels of circulation by the ex- 
pedient of tokens, but bank reserves changed from silver to 
gold. No “detriment of the public” was perceived by anybody, 
and none occurred. 

The same thing happened at the same time and from the 
same cause in France, but on a much larger scale, as that 
country has always used a much greater proportion of me- 
tallic money than the United States. Down to 1859, France 
had exchangea after the California discoveries, not less than 
five hundred millions of dollars of silver for gold. The mint 
returns justify an estimate one-fifth higher than that, and the 
exchange of silver for gold continued for some time after 
1859. Undoubtedly France made a profit in exchanging one 
kind of money for another temporarily cheaper, and would 
have made a new and greater profit recently, if she had left 
the double standard to its natural and beneficent action, and 
taken back silver freely in exchange for gold. This would 
have left her with the same currency she started with in 1850, 
plus two profits drawn from the oscillations of the markets. 
If she has lost the last profit it is because she has been ob- 
liged, since 1874, so far to yield to the clamors of the single 
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gold standard theorists, as to restrict the silver coinage with- 
in narrow limits. 

Nobody pretends that there was any “detriment of the pub- 
fic” in France, in the change from silver to gold, and no- 
body can show that there would now be any in the change 
back from gold to silver. 

In testimony given in 1869, before a government monetary 
commission, the French Baron Rothschild said : 

“In countries with the double standard, the principal cir- 
culation will always be established of that metal which is the 
most abundant. It is scarcely twenty years ago, that silver 
was the principal element in our transactions. Since the dis- 
coveries of the California and Australian mines, it is gold 
which has taken its place. The partial replacement of silver 
by gold, which has taken place in these late times, has been 
effected without inconvenience. They now demand that silver 
should be demonetized, as fifteen years ago they demanded 
that gold should be. The French Government wisely re- 
fused to demonetize gold then, and it will be equally wise 
to refuse to demonetize silver now.” 

The only plausible objection to now leaving the double 
standard to operate freely in France, is, that although she 
would gain five or ten per cent. by substituting silver for 
gold, she might lose in the end vastly more than that, by a 
large and permanent depreciation of silver. The legal ratio 
of gold to silver in the French coinage is fifteen and a half 
to one. The future of markets is, of course, uncertain, but 
we have an experience of forty centuries to be governed by 
in this case. Fifteen and a half-to one, is a ratio considerably 
higher than gold has borne to silver, on the average of all 
past times. Mankind will be slow to believe that there is not 
as much intrinsic value in fifteen and one-half tons of silver, 
as there is in one ton of gold, and that an exchange of gold 
for silver on that basis is not quite as likely to result in a 
profit as in a loss. 

Silver is just now temporarily depreciated relatively to gold 
by its demonetization in Germany, as it was by the resump- 
tion of payments in gold by the Bank of England, in 1821. 
In the English case it was gold that was appreciated, no sil- 
ver being thrown out of circulation; the previous currency 
having been Bank of England notes. In the German case, 
not only is gold appreciated, but silver is cheapened by con- 
siderable quantities being thrown out of the currency and 
forced upon the markets of other nations. This makes the 
effect greater, but it will be temporary if France adheres to 
the double standard, and if specie payments are resumed by 
the United States, as they manifestly never can be without a 
restoration by us of the constitutional money of gold and sil- 
ver combined. 

If the view is limited to the relative production of the two 
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metals, without reference to actual or threatened demonetiza- 
tions of either, and without reference to changes in the rela- 
tive.consumption and use of the two, silver is the most likely 
to rise and therefore the safer metal to hold. On the aver- 
age of the century prior to the California discoveries, the 
production of silver was not far from fifty times as much in 
weight, and three times as much in value, as the production 
of gold. The California mines turned the scale and gave a 
large excess in value to the gold production. This excess, 
although diminishing, still continues, and is not likely to be 
wholly overcome very speedily. On the average of the four 
years ending with and including 1875 the value of the gold 
produced was to that of silver as three to two. It is plain, 
that if gold maintained a ratio of fifteen or sixteen to one of 
silver during an entire century, with a production of only 
one-third as much in value, that its continuing to maintain 
so high a ratio in the face of a production exceeding that of 
silver in value, must depend upon special circumstances, and 
must have a, good many elements of precariousness in it. 
One of these special circumstances we know, which was the 
absorption of gold in the currencies of countries having the 
double standard; notably in France. Another one, now ex- 
isting, is the adoption of an exclusive gold standard by Ger- 
many and the adjoining Scandinavian States. And undoubt- 
edly, if the whole world can be induced to follow that mis- 
chievous example, the ratio of gold to silver would be carried 
to unheard-of figures, while the prices of property and labor, 
as measured by the new standard of gold only, would sink 
to the level of the most depressed period of the Dark Ages. 
But this will not happen, because it cannot happen without 
the assent and concurrence of America, which can never be 
obtained. And it is therefore true, that while the production 
of gold so largely exceeds the ratio to that of silver which 
it maintained for the century prior to 1848, the chances are 
that it will fall. The nations which get rid of their gold at 
the present prices in silver, are the ones likely to profit by 
the exchange. 

In all aspects, therefore, we need have no fear of practical 
ill effects from a firm adherence to the double standard of 
the Constitution. If every dollar of our gold coins leaves the 
country, it would only be what happened after 1821 and down 
to 1834. We shall part with it at a good bargain and it will 
come back at the next turn of the tide. If foreigners choose 
to pay for it at an extravagant price, the loss is theirs, not 
ours. By selling it freely for silver we shall restore the 
normal equilibrium of the metals. Nobody need sleep less 
soundly because the reserves in the national treasury, and in 
the banks, are silver instead of gold. The “great detriment of 
the public’ which Lord Liverpool saw in the outflow, alter- 
nately, of gold and silver, is the idlest of fancies. If our 
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gold goes and never comes back, we can flourish upon silver, 
as well as Amsterdam and Hamburg, which have had no 
other money during the greater part of their commercial ex- 
istence. But we may rely upon it, that it will come back 
and with a round profit. Those who buy it at a ratio of 17 
to 1 will be the losers. Our legal ratio, of 16 for 1, is itself 
above the average market ratio for the past two centuries, 
and above the probable ratio for the future. ‘ 


THE HISTORY OF BANKING IN MASSACHUSETTS. 
BY DUDLEY P. BAILEY, JR. 
No. 2. 


During the war of 1812, the banks of Massachusetts, in 
order to maintain specie payments, were obliged to pursue 
a cautious policy, which provoked some complaint. A writer 
calling himself “A Stray Yankee,” in complaining in 1814 of 
the hard times, said it could not be denied that for the last 
year there had been more failures in Boston than in all the 
othér seaports put together, and that this great calamity 
had been brought about almost entirely by the banks which 
persisted in maintaining specie payments against the rest of 
the country, so that they were compelled to refuse discounts 
and to call upon borrowers to pay up as fast as possible. 
As the debts due to the banks in Boston increased from 
$7,499,129, in June, 1812, to $8,355,776, in June, 1813, and 
$ 10,922,194, in June, 1814—a total increase of discounts and 
advances, of nearly fifty per cent.—it is difficult to see any 
reasonable ground of complaint against the banks for not 
granting further accommodations. The banks of Massachu- 
setts had at this time large resources in specie, driven thither 
by the suspension of specie payments in other sections. This 
movement of specie was materially promoted by the policy of 
the New England Bank in sending home for redemption the 
bills of New York banks, which were estimated to constitute, 
in 1813, about one-half of the currency of Vermont and West- 
ern Massachusetts. By the efforts of the New England Bank 
these States were effectually cleared of New York currency. 
In exchange for it New England secured from two to three 
millions of dollars in specie, which was of great service to 
the New England banks in maintaining specie payments. 
Most of the specie in the Massachusetts banks, during the 
years 1812-16, was held merely on deposit as is shown by the 
fact that the specie increased and decreased nearly pari passu 
with the deposits, as is shown by the following table: 
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BOSTON BANKS. WHOLE STATE. 

Years. 

Sine Specie. Deposits. Specie. Deposits. 
1811... +=$830,829 ... $2,847,748 ... $1,513,001 ... $3,385,722 
a | Sl 4,146,031... 3,681,696... 437345326 
ey, ae 5,472,300 «0: 5,780,798... 6,903, 593 
1814 .. 5,466,660... 7,363,867... 6,946,543 =i... 9,201,718 
1815... 25232,353 +++ = 3,090,770... 9 35404,241 ... =~ 057,395 
S16 Sti... 816,028 _... 1,674,116... 3,260,230... 2,133,279 


To have extended banking operations to a great extent 
upon resources of so transitory a character would have stim- 
ulated speculation only to produce a most disastrous reaction 
when the time came for these resources to be withdrawn. 

The close of the war in 1815 was followed by a period of 
severe pressure, and the legislation of the time discloses the 
difficulty encountered in raising the new banking capital au- 
thorized, amounting, between 1813 and 1819, to $4,925,000, di- 
vided among thirteen new banks, and four previously in exis- 
tence which were authorized to increase their capitals. Dur- 
ing the years 1814-19, mostly after 1815, no less than fourteen 
different acts of the legislature were passed, extending the 
time for paying in installments of bank capital, and nine re- 
ductions of capital occurred, amounting in the aggregate to 
$ 3,570,000, while one bank, the Bedford, with a capital au- 
thorized of $200,000, was obliged to close up, being sup- 
planted by the Bedford Commercial Bank, capital $ 100,000. 

Among the devices for meeting the pressure, was one em- 
ployed by the Dedham Bank, which, in August, 1816, issued 
a large quantity of bills, checks, or drafts payable to bearer 
and drawn on the cashier of the Bank of Middletown, Conn. 
This was the occasion of enacting in December, 1816, a law 
prohibiting any bank in Massachusetts from issuing any bill, 
note, check, or draft, (except drafts exceeding $ 100,) payable 
at any other place, unless the same was also on its face made 
payable at the bank, and no bank was to issue any bill or 
note redeemable at such bank, in any other manner than by 
payment in specie. 

As a result of the pressure, the paid-up capital of the Mas- 
sachusetts banks was reduced from $11,475,000 in June, 1816, 
to $9,298,050 in June, 1817. It had reached $10,600,000 in 
1820, but was again reduced to $9,800,000 in 1821. The cir- 
culation fell from a maximum of $2,922,611 in 1814, to 
$ 2,134,690 in 1816; a contraction of less than twenty-seven 
per cent. in two years; but had reached $2,614,734 in 1820, 
and $ 3,010,762 in 1821, at which time the deposits amounted 
to $5,448,608. The Boston banks contracted their accommo- 
dations from $10,922,194 in 1814, to $10,612,021 in 1816, 
$ 8,821,255 in 1819, and $8,893,228 in 1821; the maximum 
contraction being less than twenty per cent., but the country 
banks steadily increased their accommodations during this 
period so that in the whole state the loans, discounts and 
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advances, which stood at $13,454,290 in 1814, $13,753,102 in 
1815, and $13,706,802 in 1816, had only fallen to $12,647,089 
in 1817, $ 12,583,659 in 1818, and $ 12,931, 844 in 1819; the 
maximum contraction being less than nine per cent. These 
figures show that the contraction in Massachusetts was much 
less violent than in some other sections where it amounted to 
from one-third to one-half in the bank note circulation. It 
was at this point that Massachusetts began to enjoy, in a 
comparative exemption from the ruin and disaster elsewhere 
experienced, the reward of following the safe but rugged path 
of specie payments. 

The whole number of banks chartered previous to January 
1, 1825, was forty-nine, of which six, the Nantucket, Merri- 
mack, Essex, Northampton, Bedford, and Berkshire, with an 
authorized capital of $1,175,000, had either failed, discon- 
tinued, or been absorbed in some other institution, produc- 
ing a net reduction of $925,000 in authorized capital. Three 
more, the Boston Merchants, incorporated in 1818, Middlesex 
of Concord, (1822,) and Mechanics and Traders’, of Boston, 
(1824,) with an authorized capital of $1,100,000, appear never 
to have gone into operation. The reductions in the capitals of 
banks still continuing amounted to $4,470,000, giving a total 
of $6,495,000 chartered for banking, but which had either 
never been embarked in the business, or had been lost or di- 
verted into other channels. This makes no account of banks 
whose installments were partly, but not wholly, paid up. The 
total capital authorized for banking, to January 1, 1825, was 
$20,800,000. Making the above deductions, the authorized 
capital of forty banks in existence at that date was 
$ 14,305,000, of which $13,300,000 are reported as paidin. It 
appears therefore, as the result of the first forty years of 
banking in Massachusetts, that about eighty-two per cent. 
of the banks, and seventy per cent. of the banking capital 
chartered, still survived at the end of this period. Consider- 
ing the rapid growth of banking, the proportion of abortive 
effort in this direction is not surprising; nor considering the 
keenness of the competition, necessarily arising under such 
circumstances, are its destructive effects to be wondered at. 

In 1824 the system of par redemption for all New England 
bills was projected, and early in 1825, it went into operation 
under the management of five Boston banks, the Eagle, 
Globe, Manufacturers and Mechanics’, (afterwards Tremont,) 
State, and Suffolk, representing a total capital of $ 4,300,000. 
The New England, as before stated, had been in the habit 
of receiving the notes of all banks out of Boston, charging 
to the holder only the actual cost of getting them cashed; 
but the discount on the bank notes of other New England 
States, as compared with those of Massachusetts, was still, in 
1824, about one per cent. It was the aim of the .new asso- 
ciation to redeem in Boston the notes of all New England 
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banks, without expense except to the banks issuing them. A 
committee of five, one from each of the associated banks, 
had the management of the business. They appointed an 
agent to receive and credit the foreign money taken by the 
associated banks of their customers, and keep a distinct set 
of books for that purpose; all expenses and losses which 
might arise were to be borne by the five banks in proportion 
to the amount that each should receive on deposit. The 
amount received by one of the associated banks had at one 
time reached $269,640, or more than one-third of its capital. 
As collections were then, in the absence of railroad commu- 
nication, effected very slowly, being made by special messen- 
ger only once in several weeks, the burden thus thrown on 
the associatcd banks was quite heavy. 

The system at first excited bitter opposition. The small 
local banks which desired to have their bills carried away as 
far as possible and never brought back for redemption, 
viewed with no favor a plan for defeating this object. ‘The 
associated banks in derision were styled the “Holy Alliance” 
and sometimes the “ Five-tailed Bashaw.” Had any one of 
them receded in the early days of the struggle, of which 
there was some fear, the experiment would, it is said, have 
been abandoned. They persevered, however, until the system 
was finally established, and the Suffolk Bank assumed its ex- 
clusive management. The system as finally perfected under 
the administration of Henry B. Stone, for many years Presi- 
dent of the Suffolk Bank, contemplated the redemption by 
that bank at par, of the notes of every New England bank 
which kept with the Suffolk a certain specified deposit, usu- 
ally from $3,000 to $5,000. Most of the New England banks 
finding the system: beneficial to themselves as well as to the 
public, finally came into the arrangement, and for nearly 
forty years the system exercised a most wholesome influence 
on banking in New England, keeping a salutary check upon 
the issues of the banks, and giving that section a nearly uni- 
form bank note currency. 

According to Felt’s Massachusetts Currency, banks were, prior 
to 1825, promoted and sustained chiefly by capitalists, but 
after that they were much oftener created for the purpose of 
borrowing and not of lending, for rash enterprises to gain for- 
tunes at the expense of the community. The years 1825, 
1826, and 1828, were prolific in bank charters, and in the 
four years, 1825-28, no less than thirty-six banks were incor- 
porated, all but two in the three years first mentioned, while 
fourteen banks were authorized to increase their capitals. 
The total new capital authorized was $9,075,000. Most of 
these charters required one-half of the capital authorized to 
be paid in before commencing, and prohibited the declara- 
tion of a dividend until the whole was paid in. No stock- 
holder was allowed to borrow at the bank until he had paid 
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his full proportion of the authorized capital, nor to transfer 
his stock until the expiration of one year from the granting 
of the charter, and if the bank was not put in operation dur- 
ing that time its charter became void. 

The necessity of drawing from other uses so much new 
capital for banking purposes under these stringent provisions, 
caused a severe pressure for cash at several periods during 
these years. This was so severely felt in 1827, and again in 
1829, that in the former year only two new banks were char- 
tered, and in the latter only one. Of the two banks char- 
tered in 1827, neither, and of fourteen chartered in 1828, 
only six, went into operation, and of these six, two became 
insolvent within two years. The capital of the banks which 
never went into operation amounted to $2,700,000. In Au- 
gust, 1829, the Farmers’ Bank of Belchertown, incorporated in 
1825 with a capital of $100,000, failed through gross misman- 
agement. The Sutton Bank, capital $100,000, and the 
Brighton Bank, capital $150,000, both incorporated in 1828, 
and by means of rank perjury, on the part of their directors, 
put in operation on fictitious capital, were soon after found 
to be in an unsafe condition, and to be habitually conducted 
in violation of nearly every provision of their charters. There 
is reason to believe that a considerable number of other 
banks were guilty of like misdoing. The charters of these 
three were repealed early in 1830, and an act passed making 
it perjury to swear falsely in making returns of the condition 
of banks and other corporations. In 1828 and 1830 six banks 
were authorized to reduce their capital in the amount of 
$1,300,000. In the six years, 1825-30, therefore, the net in- 
crease of capital authorized, including $150,000 of new capi- 
tal, authorized in 1829, was only $4,875,coo. An amount, 
equal to about forty-seven per cent. of the new capital au- 
thorized, either had never been employed in banking or had 
been lost or diverted from it. The proportion of failure 
among the banking schemes projected shows a marked increase 
over the first forty years of banking in Massachusetts. 

Banking was very unprofitable in 1830, the average 
dividend for October being, according to Martin’s Boston Stock 
Market, only 1% per cent. No new charters were granted. In 
October, 1831, the charters of all the banks, except the one in- 
corporated 1829, (which did not commence until 1831) expired. 
Sixty-two of them, with capitals amounting to $18,845,000, 
were rechartered until October 1, 1851; the Phenix, of Nan- 
tucket, capital, $200,000, being omitted. The Mendon, capi- 
tal $100,000, and the Newburyport, capital $210,000, did not 
accept their new acts of incorporation, and continued in ex- 
istence after October, 1831, only to close their concerns. Be- 
sides the old banks fifteen new ones were incorporated, with 
capital authorized of $4,075,000, and three of the banks pre- 
viously in existence were authorized to increase their capitals 
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to the amount of $375,000, making the new capital author- 
ized for the year $4,450,000, which added to the $18,945,000 
of the old banks gives a total of $23,395,000; from which 
$ 360,000 should be deducted for banks discontinuing or re- 
ducing capital. 

The newly chartered banks became subject to the general 
banking law of February, 1829, the first comprehensive 
statute in relation to this subject. It provided that no bank 
thereafter established should go into operation until fifty per 
cent. of the capital had been actually paid in, in gold and 
silver, and had been examined, counted, certified and sworn 
to as previously required. No loan was to be made to a 
stockholder until the full amount of his shares was actually 
paid in, and no bank was to have owing to it on loans se- 
cured by pledge of its stock, a greater amount than fifty 
per cent. of its capital paid in, and no part of the stock 
was to be sold or transferred until the whole was paid in. 

Most of the earlier charters had allowed the banks to have 
bills in circulation equal to twice their paid-up capital. 
After 1812 most of the charters restricted the circulation to 
fifty per cent. beyond the paid-up capital, and after 1825, to 
the amount of such capital. In the new law their circulation 
was allowed to exceed this limit twenty-five per cent. The 
total amount of debts due to or from a bank exclusive of 
deposits was not to exceed twice the capital stock paid in; 
the directors to be personally liable in case of any excess. 
No bank was to use its effects in trade or commerce, but 
might sell all kinds of personal pledges lodged with it as se- 
curity. Banks might hold real estate requisite for the tran- 
saction of their business, not exceeding twelve per cent. of 
their capital, unless specially authorized, exclusive of what 
they might hold on mortgage, receive on execution, or take 
as security for or in payment of debts due to them, and no 
more. Banks were to have not less than five nor more than 
twelve directors. None but a member of the banking corpo- 
ration, being a citizen of and resident in Massachusetts, was 
eligible to office as a director, and a majority of the direc- 
tors in any bank had to be residents in the county where it 
was located. No person could be a director in two banks at 
the same time. The directors were required to make half 
yearly dividends. 

The banks were liable to pay interest at the rate of twenty- 
four per cent. per annum on any bill or note on which pay- 
ment was refused or delayed during the usual banking hours. 
The stockholders were made personally liable to the amount 
of their stock, to make good any loss or deficiency of capi- 
tal arising from official mismanagement of the directors, and 
were also holden individually for the payment of all bills is- 
sued by a bank and remaining unpaid at the expiration of 
its charter, in proportion to the amount of their stock. But 
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both these provisions had been contained in the charters 
granted for many years previous. A bank was required to 
loan to the Commonwealth five per cent. of its capital, at 
any one time, reimbursable by five annual installments at five 
per cent. interest, the Commonwealth not to be indebted to 
the bank at any one time without its consent, for a larger 
sum than ten per cent. of its capital. The Commonwealth 
was to have the right to subscribe to the capital fifty per 
cent. in addition to the amount thereof authorized, with ad- 
ditional directors and dividends in proportion. The right of 
examination by a legislative committee, was continued with 
heavy penalties for bank officers refusing or neglecting to 
exhibit their books or obstructing the investigation. 

Every bank was liable as previously, for about thirty years, 
to pay to any dona fide holder the original amount of any 
note altered to a larger amount in the course of its circula- 
tion. The State tax of one-half of one per cent., semi-annu- 
ally, on the paid-up capital of the banks, first imposed in 
1812, was continued. Their shares were made liable to at- 
tachment in suits against stockholders, and their real estate 
might be attached, and lands mortgaged to them might be 
seized and sold on execution. The amount of bills under 
$5 remained limited to twenty-five per cent. of the paid-up 
capital, and bills under $1, and notes, bills, checks, drafts, 
certificates, and facilities payable at a future date, or bear- 
ing interest, were forbidden. This last restriction became op- 
erative in 1829. Embezzlement of a bank’s effects by any 
person connected with the bank, was made larceny, and 
was to be punishable by imprisonment. This last provision 
had been first enacted in 1825. 

Some changes had been made in the returns by a law of 
February, 1825. Besides the particulars previously required, 
they were to distinguish those deposits and notes of the bank 
bearing interest from those not on interest, and to state the 
profits on hand accrued since the last dividend, reserved 
profits at the time of the last dividend, balances due to and 
from other banks, the total amount due from the bank and 
the total resources of the bank. By act of March, 1826, the 
returns were to be made up to May and December, instead 
of January and June, in each year, and were to specify also 
the amount of debts due to the bank secured by pledge of 
its stock, and the amount of debts due and not paid, and 
considered doubtful. The returns under the laws of Febru- 
ary, 1829, did not call for any statement of the amount of 
notes in circulation bearing interest, the banks being prohib- 
ited from issuing them, nor of the net profits. on hand, ac- 
crued since last dividend, nor of the bills in circulation 
under $5, but simply of the whole circulation instead. In 
other respects they continued as before; except that they 
were made up to the last Saturday of some preceding month, 
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to be designated by the Governor, and only once, instead 
of twice, each year. Any new privileges granted to any 
bank were, according to the new law, to be enjoyed by all 
banks. Bills under $100 were to be impressed from Perkin’s 
stereotype steel plate. A number of other provisions already 
noticed as contained in the charters, were incorporated into 
the general law, of which the foregoing is but an imper- 
fect sketch. 

During three of the six years 1831-36, the bank fever 
raged with great violence, more than doubling the number 
and capital of the banks. The pressure and embarrassment 
prevailing in 1834 together with the rapid multiplication of 
banks in the previous three years, gave a new development 
to certain abuses which were strongly condemned by a joint 
committee of the Legislature in a report made in 1834. One 
of these abuses was the selling by banks, in defiance of law, 
of their own checks on some other, perhaps distant bank. 
These checks were sold at from one-quarter to _ three 
per cent. premium, and by giving one of them for a note 
discounted or loan made, the bank secured not only its six 
per cent. interest but the premium on the check, thus secur- 
ing in some cases the equivalent of nine per cent. interest on 
the loan or discount. Another device prevailing extensively 
was the discounting of promissory paper not in money, but 
in bills of the discounting bank, delivered under an express 
stipulation that they should not be put in circulation for a 
specified time. By this means the bank, while the bills were 
thus kept out of circulation, obtained interest on money 
which it had only nominally lent, and the borrower in order 
to obtain ready money was obliged to pledge the notes with 
some capitalist, paying interest a second time. “ At no time,” 
says the report, can the borrower “obtain money in this mode 
without paying more than legal interest for it; and in times 
like the present, he seldom obtains it by such means without 
paying about double that rate.” 

Still another device of the banks was to hire money, issu- 
ing for it a book similar in form to the common deposit 
book, only without the leaves, and with the entry made and 
the terms of the loan usually stated on the inside of the 
covers. The deposit books then, as now, were usually bound 
in blue covers, and the deposit books bearing interest ac- 
quired the designation of “Blue Books,” to distinguish them 
from the others. The practice of issuing these books com- 
menced soon after the passage of the act of 1829, which pro- 
hibited any bank from issuing any “note, bill, check, 
draft, facility or certificate, payable at a future day or bear- 
ing interest,” and the form of a deposit book was adopted to 
evade this provision. At first given only in the case of actual 
loans to the bank, for which it was allowed before 1829 to 
issue its notes on interest, they came to be extensively issued 
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during the pressure of 1834, instead of money, in discounting 
paper. “In such cases the merchant offers his note for dis- 
count, ascertains that he can obtain nothing for it from the 
bank but one of these books and he then applies for aid to a 
broker, who finds seme money lender who will purchase such 
a book. The bank receives the note, deducts the interest from 
it and for the balance of it issues its own book on interest 
to the money lender, who deducts his own extra interest and 
the broker’s fees, and pays the balance to the merchant or 
to the broker for him.” “The amount of discount, interest, 
and charges to which merchants taking these books have for 
some time been compelled to submit, has seldom been less than 
nine or ten per cent., frequently sixteen, and so upwards to 
twenty and twenty-four per cent.” The committee was not 
wholly blind to the fact that these practices were due in some 
measure to the pernicious influence of the usury laws, but they 
did not recommend their repeal. 

A law was, in consequence, passed in 1834, prohibiting any 
bank from borrowing money on interest, unless of a savings 
institution, and from giving for the proceeds of a loan or 
discount, any book, note, bill, draft,-check, acceptance, facil- 
ity, entry in account or certificate, for money payable at a fu- 
ture date, or bearing interest; such obligation to be void. 
By the Revised Statutes of 1835, any loan or discount by a 
bank, the proceeds of which were made payable otherwise 
than in specie or bills of the bank on demand, were declared 
void as to the bank, and every bank offending was liable to 
a penalty of $500. The law against post notes was, in April, 
1836, so far modified as to allow a bank to issue them on 
time at not less than four and a half per cent. interest to 
the amount of twenty-five per cent. of its paid-up capital. 
This remained in force less than two years. In April, 1837, 
a law was passed prohibiting banks from issuing or loaning 
their bills, except post notes, with an express or implied agree- 
ment that such notes should not be put into immediate circu- 
lation, or that they should not for a limited time be returned 
to the bank for redemption. This closed the last door to the 
abuses mentioned, so far as that could be done by legislation. 

The stringency in 1834 caused the committee on banks 
and banking to report unfavorably on the applications for 
bank charters in that year, as was also the case in 1835, 
when money was easy. But in 1836 the legislative mill 
made up for lost time by grinding out a most extraordinary 
grist of bank charters. Among other schemes urged upon 
the Legislature at this session, were a bank at Boston in aid 
of the Western Railroad with the capital $5,000,000, and 
a State bank with $10,000,000 capital, of which the Com- 
monwealth was to subscribe one half by means of a loan 
at four per cent. to be negotiated in London. The bill to 
incorporate this institution was lost on its passage to a third 
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reading, and the bill to incorporate the Western Railroad 
Bank fared no better. 

The following table shows the progress made in chartering 
new banking capital from 1831 to 1836: 

No of Banks Amount of 
No of Banks Capital authorized to increase Total new 

Years. Chartered. authorized. increase capital. authorized. capital authorized. 
1831 S06 4. @QC7G00C0 og Clk $375,000 ... $4,450,000 
1832 Me xa 2,670,000 .. 10 0 1,155,000... 3,825,000 
1833 : eee 3,250,000... & is 450,000... 3, 700,000 
1834-5 I fongeo ... ££ «. 100,000... 200,000 


1836 32 sas 6,720,000... 230 «. 3,700,000 ... 10,420,000 


6years. 78 a $ 16,815,000 we yer 5,780,000 ta $ 22,595,000 
60 old banks re-chartered and accepting charters 18,535,000 


$ 41, 130,000 
Less two banks reducing capital 1831-36. 
** one bank franchise lapsed 
300,000 


Total authorized capital of 137 banks, January 1, 1837......0000... $ 40,830,000 
Banks in operation, September, 1836, 129. Capital reported... 38,280,000 
Increase over 1830, 66. _ “ 18,985,000 

Had it been necessary to raise actual money in the old fash- 
ioned way for the capital of these newly chartered banks, a 
large proportion of them would have been unable to go into 
operation. But with the aid of invention and the latest im- 
provements, the raising of bank capital had ceased to be a diffi- 
cult or expensive process. It was only necessary to secure a 
place for the bank to be kept, organize by the choice of di- 
rectors and officers, borrow for one day specie to the amount 
of one-half the authorized capital to be examined and counted 
by the commissioners, who should ascertain by the oaths of 
a majority of the directors, that such specie had been paid 
in by the stockholders, towards payment for their respective 
shares, and not for any other purpose, and that it was in- 
tended to have it remain as a part of said capital; then, return 
the specie; take the notes of the stockholders instead, 
for the amount of the paid-up capital, and set the printing 
press in motion turning out bank notes. With the process of 
raising bank capital thus simplified only four of these seventy- 
eight banks, with a capital of $1,700,000, failed of getting under 
sail. It would not be surprising if half of them com- 
menced without any considerable stock of actual capital. 
Such a record of fraud, perjury, and bogus financing, is not 
to be found in any other portion of the history of Massa- 
chusetts, before or since. 


( Zo be concluded in October Number.) 
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AN ARGUMENT IN FAVOR OF A SOLE SILVER STANDARD BY 
GEORGE R. GIBSON. 


What is specie payment? Is it payment in gold, or in sil- 
ver, or in both gold and silver bearing a fixed relation, the 
one to the other? In view of the prolonged consideration of 
specie resumption, and the recent interesting discussion of 
the silver question, it may be pertinent to examine the com- 
parative merits of a single v7. a double standard, and a sole 
silver v. a sole gold standard. The battle of the standards 
has waged fierce and hot on many a contested field, but the 
triangular warfare has not produced any decisive results. 
Indeed, the question never can be settled with the accuracy 
and exactness of a mathematical proposition, though there 
are certain fundamental principles of universal application. 

It may be profitable to briefly review our history upon this 
subject. Upon the organization of our Government, our mo- 
netary system was based upon the double standard ‘of gold 
and silver. By the act of April 2d, 1792, 371% grains of 
pure silver, and 24.7 grains (now 23.22 grains) pure gold, 
were declared to be of equivalent value, and as constituting 
the dollar of account. Though the gold dollar was not coined 
until 1849, or fifty-five years subsequent to the coinage of the 
silver dollar (1794) yet their legal-tender quality is of coeval 
origin. In 1853 the silver dollar ceased to be coined, though 
3714 grains pure silver continued a legal-tender for one dol- 
lar; but the act of that year debased the subsidiary coinage, 
the half dollar being reduced from 206% grains to 192 
grains, standard fine, with quarters and dimes diminished in 
proportion, and a legal tender for only $5. In 1873 the 
coinage laws were again revised and provision made for the 
coinage of a special silver dollar known as the “trade dol- 
lar,” designed for the Oriental trade, and containing 420 
grains (seven and a half more than the old dollar,) standard 
fine, but the old dollar was demonetized as a legal tender 
for all sums above $5. By the terms of this bill, the double 
standard, which for over eighty years had prevailed in this 
country, was abolished and gold was constituted the sole 
standard. It now transpires that the import of this bill 
which lingered for over two years before Congress, was but 
imperfectly understood. On April 24th, 1876, Senator Jones 
made a vigorous assault upon this abrogation of the legal- 
tender quality of silver, in a masterly defense of the double 
standard. Under the influence of the Congressional debates, 
the press and public have awakened to a realizing sense of 
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the character and compass of the act. At the time our Na- 
tional debt was contracted, silver, co-equally with gold, was 
a legal tender, and the language of all the loan acts of Con- 
gress implies the use of either gold or silver. In “the act of 
1869 to strengthen public credit,” the faith of the United 
States was solemnly pledged to the payment of all its obliga- 
tions in coin, except those which by express provision were 
to be paid in lawful money, or other currency than gold or 
silver. Manifestly the word “coin,” and the words “gold or 
silver,” are synonymous and_ equivalent, and the choice of 
metals was left to the Government. The fact that silver has 
become cheap in gold, is no bar to this option, as the cred- 
itors of the Government were bound to know that in a coun- 
try employing the double standard, payment would always 
be made in the cheaper metal. This recital serves to show 
that in the absence of the act of 1873, we would not violate 
our obligations if we were to tender silver to our creditors; 
also that a double standard is unreliable as a measure of 
value, one metal constantly varying from its fixed ratio. M. 
Chevalier, commenting upon the defects of a dual standard, 
says: “Governments being proverbially more or less needy, 
they will find the way of relieving themselves of a portion of 
their engagements, by discharging their debts with whichever 
of the two metals shall have had the greater relative fall in 
value.” John Stuart Mill says: “The particular kind of fluctua- 
tion to which a currency is rendered more liable, by having two 
standards, is a fall of value, or what is commonly called a de- 
preciation, since practically, that one of the two metals will be 
the standard of value of which the real has fallen below the 
rated value. If the tendency of the metals be to rise in 
value, all payments will be made in the one which has risen 
least; if to fall, in that which has fallen most.” John Locke 
says: “Two metals, such as gold and silver, cannot serve at 
the same time, and in the same country, for the medium of 
exchange, because the medium ought to be always the same 
and retain the same proportionate value. To adopt, as a 
measure of the exchangeable value of commodities, sub- 
stances which have not a fixed and invariable relation to 
each other, is as if we were to choose for a measure of 
length an object which was subject to the process of dis- 
tending and contracting itself. In each country there should 
be but one money to serve as the measure of value.” To 
maintain two metals in circulation without a variance be- 
tween the market and legal value of one, is as impossible as 
to make two clocks the standard of time. A leaf from our 
own history shows that the maintenance of a correct ratio 
is too delicate a prerogative to entrust to a political body. 

In 1792, the relative value of gold to silver was estab- 
lished at one to fifteen, which was in accordance with the 
ratio then observed in Europe. Subsequently, France changed 
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the relative value to one to fifteen-and-a-half. As our ratio 
remained unchanged, our European indebtedness was liqui- 
dated in gold, because the ounce of gold that purchased in 
this country fifteen ounces of silver, bought fifteen-and-a- 
half ounces in France; and when Europe had to settle bal- 
ances with us it was invariably done with silver, because 
the fifteen and a half ounces of silver that could be obtained 
in Europe for one ounce of gold was the equivalent of one 
and one-thirtieth ounce of gold in the United States. This 
tended to drive gold out of circulation and cheapen silver. 
The attention of Congress having been called to these facts, 
in 1834, the ratio was changed to one to sixteen, which 
merely inverted the previous difference, and reversed the 
flow of the precious metals. Though the deductions of an irre- 
sistible logic lead us to oppose a double standard as unsafe 
and unwise, in selecting a single standard reference must 
be had to the state of the precious metals abroad. 

Secretary Chase estimated the coin in the United States, 
in 1861, to be from two hundred and seventy-five millions 
to three hundred millions, and no wise financier would con- 
cede that a less sum would tide us over an attempt to re- 
sume and maintain specie payments. In order to accumu- 
late gold it would be necessary to sell bonds in Europe, 
thus converting our non-interest-bearing greenbacks into 
interest-bearing bonds. Our position is this: that, while our 
bonds are in high credit in the exchanges of Europe, yet, 
we could not negotiate $ 300,000,000 bonds to procure an 
equivalent amount in gold without a ruinous expense to 
ourselves and derangement of the money markets of the 
world, if, indeed, its acquisition be possible at all. Let the 
United States seek to withdraw this sum in coin or bullion 
and its efforts would speedily be thwarted by the sudden 
advance in the rate of discount by the Bank of England 
and on the continent. This application of the brakes would 
effectually check our efforts to acquire a resumption fund in 
gold. On the other hand, the redundancy of silver in Eu- 
rope, owing to causes hereafter to be enumerated, would 
render the acquisition of this metal, in a suitable amount, 
a comparatively easy task. But outside of the practical ob- 
stacles to gold resumption in the United States cogent and 
convincing reasons can be adduced to show that silver 
would better subserve our purposes. 

The advocates of a sole gold standard assert that silver 
is untrustworthy and unfitted for a standard, as is attested 
by its recent decline. It is true that the gold value of silver 
this summer has been less than ever known in the London 
money market, many circumstances having conspired to de- 
press the price of silver in gold; or, what is nearer the 
truth,.to appreciate the value of gold in silver. First, the 
demonetization of about $ 300,000,000 silver in Germany cre- 
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ated something in the nature of a silver panic, in the fear 
of its enormous and sudden precipitation upon the market. 
This was aggravated by its limited coinage in the States of 
the Latin Union; its demonetization in the United States; 
its excessive production by the Bonanza mines; the expulsion 
of about $ 100,000,000 from Austria and Italy in consequence 
of their paper currencies; and the unprecedentedly large 
sales within the last year of Government bills on India, 
which precluded its usual shipment to the East. This 
would argue a considerable decline; but evidence is adduced 
to show that, though the silver mines of the United States 
have been highly productive, our silver exports have not in- 
creased; that Germany has not sold as much as first re- 
ported; that purchases by Russia, Spain and China, and the 
absorption by France of a sum estimated at $ 167,000,000 have 
all tended to neutralize this decline. It is further contended 
that prices in silver countries have not advanced as they would 
have done had the depreciation been serious, and that the 
purchasing power of silver has not materially declined, ex- 
cept in respect to gold. 

The evidence is very conclusive that gold has greatly ap- 
preciated. The greatest specie lock-up of modern times has 
taken place within the last three years. The Bank of France, 
the Bank of England, and the Imperial Bank of Germany, 
possessed in 1873, $290,000,000 coin. In July, 1876, they held 
$ 712,000,000, which chiefly consisted of gold. In Germany 
and England, these coin reserves were almost exclusively 
gold, and, in the Bank of France they were fully three- 
fourths. The hoarding of these vast sums has been a potent 
cause of the advance of gold. The demand for gold in Ger- 
many, where it has been constituted the sole standard, its ex- 
clusive use in England as a standard, as well as in the 
United States since 1873, together with the prospective re- 
sumption in France in 1878, and in the United States in 1879, 
have contributed materially to enhance its value, and have op- 
erated to produce an effect as disastrous to the debtor 
classes as corners in grain to those who are unfortunately 
“ short.” 

But if silver had actually declined, as the goldists main- 
tain, it would not cease to be available for resumption pur- 
poses. When the gold discoveries of 1848 indicated an enor- 
mous yield of that metal, some of the coolest and clearest 
thinkers in Europe, such as Bastiat and Chevalier, imagined 
that it would become so worthless that silver alone would 
answer for money. But “ experience showed that the increase 
of the gold supply poured new life into the veins of commer- 
cial industry, and thus enriched the nations of Christendom 
instead of embarrassing and impoverishing them.” 

Senator Jones asserts silver to be more stable in value than 
gold, and his position is sustained by facts. The gold supply 
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has fluctuated from an annual yield in 1829, of $5,000,000 to 
$ 193,000,000 in 1852. Whereas, in nearly the same period 
the silver production oscillated between $20,000,000 in 1829, 
and $72,000,000 in 1875. In other words the productions of 
gold has fluctuated within that time, 4000 per cent., whilst 
silver has varied only 300 per cent.! 

The bulky nature of silver is another objection mentioned 
against its exclusive use as a standard. It is true gold is 
better adapted to the larger coins, but under the recent un- 
paralleled development of the banking system and its ma- 
chinery of exchange; and the establishrient of the modern 
credit system, the amount of actual money employed in the 
larger transactions is trifling. Sir John Lubbock, shows that 
only about three per cent. of the monetary transactions in 
London are in coin. Coined money has come to be the 
small change of commerce, and assuredly silver is much bet- 
ter adapted to small coinage than gold. Banks of issue must 
continue to exist, and the bulk of the coin will rest in bank 
vaults as security for note issues, only to be demanded in 
times of financial excitement. But if bank notes, bills of ex- 
change, and letters of credit, do not subserve all the purposes 
of coin, the most economical, convenient and secure means 
are at hand to obviate the difficulties of weight, namely, the 
deposit and receipt of certificates of deposit in any sub-treas- 
ury or Government depository. In the matters of foreign or 
inland shipments, Senator Jones is authority for saying that 
the transportation charges for a given sum of gold or sil- 
ver is the same, notwithstanding the lighter weight of the 
former. 

Another objection to the sole employment of silver is that 
we would not be ex rapport with the gold nations of Europe. 
Balances of trade between nations are ‘not paid in coin, 
but in bullion, and it is immaterial whether the bullion be 
gold or silver or both. It goes for its value whatever that 
may be at the time. As Senator Jones remarks, “exchanges 
are adjusted by means of bills which are rated in view of the 
standard of value in the several countries upon or through 
which the bills are drawn.” If our standard were silver, we 
would settle our balances in that metal (or the gold pro- 
ducts of our mines if we chose,) at the price in all countries 
as determined by the course of exchange. 

The intention of the foregoing has been to show the invul- 
nerability of silver to the assaults of the advocates of a gold 
standard, and to indicate its adaptability to our wants. We 
may now approach those objections which pertain to gold. 
Ernest Seyd truthfully remarks that “every measure must be 
capable of division into smaller parts, and these parts must 
again give the measure.” In this, gold is defective, for be- 
low a certain figure its divisibility is impracticable. Even 
the gold dollar is inconveniently small; hence gold alone 
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cannot fairly perform the office of valuator. Silver is indis- 
pensable for fractional coinage; but under a gold standard 
it is necessarily a limited legal tender; and even under a 
double standard it must be debased in order to retain it in 
circulation, and prevent its occasional export. The result of 
this pernicious system is an invidious discrimination against 
the poorer classes. When actual money is used in payment 
ninety per cent. of it is estimated on high authority to be 
in sums less than twenty dollars. The wage-earning class 
is paid in this limited legal tender and depreciated currency, 
and by them it is again paid out fur provisions and the 
necessaries of life. The small tradesman is bound to re- 
ceive it to the extent of its legal-tender quality; but as he 
suffers a discount in making his larger purchases, eor on 
paying his mortgages, he must perforce add this discount 
to his prices, in order to protect himself from loss. The 
oppression and injustice of this system do not attach to 
large traders and the more opulent classes, as full ninety 
per cent. of the volume of their transactions is performed 
without the intervention of money; and that which is em- 
ployed is chiefly in the larger denominations. Under a sole 
silver standard the twenty-five cent piece would contain pro- 
portionately as much pure metal as the dollar or unit. 
The argument has been persistently made that, because 
gold has been adopted by England and Germany, its use is 
forced upon us. It is true that the nations of the world 
must construct their monetary systems with reference to a 
mutual relationship, but it by no means follows that one 
metal alone must perform the exchanges of the whole world. 
Both gold and silver are of recognized international value, 
and either may be chosen as the basis of a nation’s values. 
The entire demonetization of either metal would engender 
the most flagrant wrongs on commerce and society; it would 
double the purchasing power of the other; it would greatly 
depress prices, and enrich the creditor at the expense of the 
debtor. While we favor the utilization of both metals, we 
do not approve of their co-existence in one nation. This 
could be averted by the adoption of silver in one nation 
and gold in another, which would leave the scale of the 
world’s prices undisturbed, without exposing the commerce 
of the world to the evils of a dual standard. In the event 
of gold being the sole tender in this country a financial 
convulsion in Europe would subject us to a violent and ex- 
cessive drain of gold, disturbing our monetary affairs, and 
communicating the contagion of panic to our shores. In- 
deed, under a double standard prices which are adjusted to 
the stock of both metals would be seriously disturbed by 
the drain of gold, which would ensue a panic abroad. 
Place us upon a silver standard, and, though we would be 
in sympathy with the whole commercial world by using a 
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metal of common acceptance, the force of the shock to our 
system would in a great measure be broken by the differ- 
ence in standard. The merits of this feature ought not to 
be underestimated, for the influence of foreign demand and 
supply of gold during our specie-paying period was a con- 
stant menace to business. If silver seems best adapted to 
our needs, can we consistently avail ourselves of its advan- 
tages? Assuredly, the time is now most auspicious and the 
means legitimate to adopt silver as the sole standard of 
value in the United States. Our previous examination into 
the terms of the bonded obligations of the United States 
confirms the opinion that the choice between gold and sil 
ver is reserved by the Government. 

Both political parties, which are presumed to reflect public 
sentiment, are in favor of as early a return to specie pay- 
ments as is compatible with the interest of trade, avoiding a 
sudden shock or interference with the obligations of debtors. 
Silver is manifestly the only medium through which this 
transition can be made without severely straining our whole 
commercial fabric. On August roth, according to the Lon- 
don quotations of silver of 5136 to 51% pence per ounce, the 
gold value of the “trade dollar” at the New York equiva- 
lent was 88% cents, or but a fraction less than greenbacks 
on the same day. There is nothing in this difference to de- 
ter us from adopting silver, for the demand which its pro- 
spective use would create would banish this disparity. The 
truth of this position finds support in the fact that as soon 
as the subsidiary coinage bill authorizing the issue of 
$50,000,000 silver was approved by the President, silver im- 
mediately advanced about two per cent. It would be safe to 
predict that the passage of a law constituting silver a sole 
standard, would so stimulate prices that as the purchases for 
coinage proceeded it would gradually approximate to gold 
values. We would thus be enabled to exchange the present 
fictitious and irredeemable paper for a medium of intrinsic 
worth, whose value would steadily advance, but not so rap- 
idly as to inflict that grievous wrong upon debtors which 
would follow a sudden transition to gold. Besides it would 
be sustaining the value of one of our own products, as Eng- 
land did in 1821, when she resumed in gold because it was 
the cheaper of the two metals, and was, moreover, a British 
product. No apprehensions of a silver inundation need be 
apprehended, as some gold advocates predict. Austria and 
Italy are considering a return to silver payment, and in the 
former country, the paper currency approaches silver in about 
the same degree as here. The Oriental nations must adhere 
to a silver standard, and their absorptive powers are proverb- 
ial. The demand from these sources is alone sufficient to 
counteract any downward tendency, and as silver is now 
mined on the verge of loss, its production would cease be- 
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fore it declined further. Again, its value in the useful and 
ornamental arts give us the most ample assurance that it will 
maintain that steadiness which has hitherto characterized it. 

The logic of reason and experience alike condemn the 
double standard as unsafe and unreliable in practice, and vi- 
cious in principle. A single standard is a National necessity, 
and for the reasons above enumerated, we consider silver 
much better adapted than gold, to the peculiarities of our 
time and the exigencies of our situation. 

Mattoon, Illinois, August, 1876. 


PRIORITY OF RIGHT UNDER THE BANKRUPT LAW. 
U. S, SUPREME COURT—OCTOBER TERM, i875. 


LEWIs, TRUSTEE OF JAY COOKE AND Co., BANKRUPTS, APPELLANT, v. UNITED 
STATES. 


Appeal from the Circuit Court of the United States for the Eastern District of 
Pennsylvania. 


Mr. Justice Swayne delivered the opinion of the Court. 

This case turns upon legal propositions. There is no controversy about tiie 
facts. Jay Cooke, McCulloch & Co., bankers, of London, were appointed by 
the United States disbursing agents for the Navy Department. On the 1gth of 
October, 1873, they were indebted to the department, for the balance of 
moneys placed in their hands for disbursement, in the sum of £131,610 gs. 8d. 
On or about the 20th of September, 1873, when the amount due to the de- 
partment was considerably larger than that mentioned, the company placed in 
the hands of the United States or their agents, a large amount of collaterals for 
the security of the debt. The United States claim the right to apply the pro- 
ceeds of these collaterals to the payment of another and later debt arising in the 
same way. Irrespective of the collaterals, the amount first mentioned, with in- 
terest, is still due and unpaid. 

The firm of Jay Cooke, McCulloch & Co. consisted of Hugh McCulloch, J. 
H. Puleston, and Frank H. Evans, residents of Great Britain, and of Jay 
Cooke, Wm. C. Moorehead, H. C. Fahnestock, H. D. Cooke, Pitt Cooke, 
George C. Thomas, and Jay Cooke, Jr., residents of the United States. For a 
long period previous to the time first mentioned, there was a banking house in 
Philadelphia under the name of Jay Cooke-& Co. ‘The members of that firm 
were the seven American partners in the house of Jay Cooke. McCulloch & Co. 
and James A. Garland. On the 26th of November, 1873, all the persons com- 
posing the firm of Jay Cooke & Co. were adjudicated bankrupts, and this adjudi- 
cation remains in full force. This included the seven American members of 
the house of Jay Cooke, McCulloch & Co. The other three partners of this 
latter firm are not bankrupt. Under the proceedings in bankruptcy, the defend- 
ant, Lewis, has been appointed trustee of the estates of the bankrupts of the 
firm of Jay Cooke & Co., and, as such, received and holds their several sepa- 
rate individual estates and assets, and the estates and assets of the firm as well. 
The estates of these bankrupts are insufficient to pay all their indebtedness. 
The United States, under the statutes in such case provided, claim priority of 
payment of their debt, before mentioned, out of the separate estates of such 
members of the firm of Jay Cooke & Co. as were also members of the debtor 
firm of Jay Cooke, McCulloch & Co. The trustee denies the validity of this de- 
mand. The United States have instituted this proceeding to enforce it. 

On the roth of April, 1875, there was already accumulated in the hands of 
the trustee of the funds so claimed by the United States the sum of 
$ 267,844. 80. 
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The bankrupt act of March 2d, 1867, declares that, in the order for a divi- 
dend, ‘‘the following claims shall be entitled to a priority or preference, and to 
be first paid in full in the following order : 

‘*First. Fees, costs and expenses of suits and of the several proceedings 
under this act, and for the custody of property, as herein provided. 

**Second. All debts due to the United States, and all taxes and assessments 
under the laws thereof.” 

The fifth section of the act of March 3, 1797, 1 Séat. 515, enacts: 

‘That where any revenue officer or other person hereafter becoming indebted 
to the United States, by bond or otherwise, shall become insolvent, or where’ 
the estate of any deceased debtor in the hands of executors or administrators 
shall be insufficient to pay all the debts due from the deceased, the debt due 
to the United States shall be first satisfied, and the priority hereby established 
shall be deemed to extend as well to cases in which a debtor, not having suff- 
cient property to pay all his debts, shall make a voluntary assignment thereof, 
or in which the estate and effects of an absconding, concealed, or absent debt- 
or, shall be attached by process of law, as to the cases in which a legal act of 
bankruptcy shall be committed.” 

It may be well to pause here and carefully analyize this section and consider 
the particulars of the category it defines, so far as its provisions apply to the 
case in hand. 

Those affected, are persons ‘‘indebted to the United States.” 

This language is general, and it is without qualification. 

The form of the indebtedness is immaterial. 

It may be by simple contract, specialty, judgment, decree, or otherwise by 
record. The debt may be legal or equitable, and have been incurred in this 
country or abroad. A valid indebtedness is as effectual in one form as another. 
No discrimination is made by the statute. 

The debtors may be joint or several, and principals or sureties. 

Here again no distinction is made by the statute. All are included. Beaston 
v. Bank of Delaware, 12 et., 134; The United States v. Fisher, 2 C7, 358. 

There must be bankruptcy or else insolvency, as the latter is defined by the 
statute and the authorities upon the subject. 

As bankruptcy exists here we need not look beyond that point in this case. 
Congress had power to pass the act. 2 (”, 396. 

Where the language of a statute is transparent and its meaning clear there is 
no room for the office of construction. There should be no construction where 
there is nothing to construe. The United States v. Wiltberger, 5 Wheat., 95; 
Cherokee Tobacco, 11 Wall, 621. 

That the facts disclosed in the record bring the case within the plain terms 
and. meaning of the section in question seems to us, viewing the subject from 
our standpoint, almost too clear to admit of serious controversy. Affirmative dis- 
cussion, under such circumstances, is not unlike argument in support of a -self- 
evident truth. The logic may mislead or confuse. It cannot strengthen the 
pre-existing conviction. 11 Wadl., 621. 

The statute must prevail unless its effect shall be overcome by the considera- 
tions to which our attention has been called by the learned counsel for the ap- 
pellant. They have argued their contentions with a wealth of learning and 
ability commensurate with the importance of the case. 

We shall respond to their propositions without restating them. 

The United States are in nowise bound by the bankrupt act. The clause 
above quoted is in pari materia with the several acts giving priority of payment 
to the United States, and was doubtless put in to recognize and reaffirm the 
rights which those statutes give, and to exclude the possibility of a different con- 
clusion. That the claim of the United States was not proved in the bankruptcy 
proceedings in question is, therefore, quite immaterial in this case. The United 
States v. Herron, 20 Wall, 215; Harrison v. Sterry, 5 Cv, 289. 

The case presented is that of a trust fund, a trustee holding and a cestui gue 
trust claiming it. This gave the Circuit Court original and plenary jurisdiction. 
That the fund arose and the trustee was appointed under the bankrupt act did 
not affect the right of the United States to pursue both by the exercise of the 
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jurisdiction invoked. The same remedies are applicable as if the fund had 
arisen and the trustee had been appointed in any other way. 12 Pet., supra; 
Thomson v. Smith, 2 Wheat., 425. 


The United States were under no obligation to pursue the partnership effects 
of Cooke, McCulloch & Co. before filing this bill) The bankruptcy of the 
American partners dissolved the firm of Cooke, McCulloch & Co., not only as 
to themselves, but, also, z#éer sese, as to the solvent partners. In analogy, to 
the proceeding at law, where there are joint debtors and one is beyond the 
reach of the process of the court, and equity has jurisdiction, a decree may be 
taken against the other for the whole amount due. Darwent v. Walton, 2 Atk., 
510. In Nelson wv. Hill, 5 How., 127, this court held that the creditor of a 
partnership may proceed at law against the surviving partner, or go in the first 
instance into equity against the representatives of the deceased partner, and that 
it was not necessary for him to exhaust his remedy at law against the surviving 
partner before proceeding in equity against the estate of the deceased. The 
solvency of the surviving partner is immaterial. To the same effect are Thorpe 
vw. Jackson, 2 Young and Collier, Exch., 553, and Wilkinson v. Henderson, 1 
Mylne and K., 582; Ex parte Clegg, 2 Cox’s Cases, 372; Clamp vw Grant, 21 
Conn., 41. A court of equity will not entertain the question of marshaling 
assets unless both funds are within the jurisdiction and control of the court. 
Adams’ Equity (6th Am. ed.,) 548, note; Denham v. Williams, 39 Ga., 312. 
See also, Walker v. Covar, 2 S. (. (WN. S.) 16; Dodds v. Snyder, 34 7, 53; 
Herriman v. Skillman, 33 Sard., 378; Shunk’s Appeal, 2 Barr, 304; Coates’ 
Appeal, 7 Watts and S.. 99; Keyner v. Keyner, 6 Watts, 221. li a judgment 
at law be recovered against a copartnership, the separate property of each part- 
ner is alike liable to execution with the property of the partnership, and equity 
will not interfere unless there are cogent special circumstances, such as have no 
existence here. Meech v. Allen, 17 WV. Y, 300. These authorities are con- 
clusive on the point under consideration. If there could otherwise be a doubt 
upon the subject, is is removed by the two statutes. The bankrupt law de- 
clares that the United States shall be first paid ; the fifth section of the statute 
of 1797 enacts that where there is a debt and bankruptcy, they shall have pri- 
ority of payment. Neither statute contains any qualification. And we can in- 
terpolate none. Our duty is to execute the law as we find it, not to make it. 
It would be a singular equity which would drive the appellees ‘‘beyond sea” 
to carry through a litigation of uncertain duration and results against parties 
there before they can be permitted to proceed against the parties and property 
here. 

It is a settled principle of equity that a creditor holding collaterals is not 
bound to apply them before enforcing his direct remedies against the debtor. 
Kellock’s Case, 3 Ch. Afp., 769; Bonser v. Cox. 6 Beav., 84; Tuckley v. 
Thompson, oP msg and Hemming’s Ch., 126; Lord v. The Ocean Bank, 20 
Penn., 384; Neff’s Appeal, 9 zd., 36. This is admitted, but it is insisted there 
are special considerations here which ought to take the case out of the general 
rule. We think those considerations are all of the opposite tendency. One of 
them is found in the character and circumstatces of a large portion of the col- 
lateral assets. The facts are set forth in the answer of the United States to 
the cross-bill of the appellant, and need not be more particularly adverted to. 
Another of these considerations applies to the collaterals and is conclusive. 
There are parties entitled to be heard touching the application of the proceeds 
who were not, and could not be, brought before the Circuit Court. According 
to the best considered adjudications, no burden touching these assets can be 
made to rest upon the United States, which they are not willing to assume. 
Doubtless questions will arise involving much delay before the administration of 
the fund is completed. In the meantime the United States cannot be barred 
from enforcing any remedy to which they are entitled. 


The court below committed no error in holding that the preference of the 
United States as a creditor of Cooke, McCulloch & Co., applied to the separate 
and individual estates of the bankrupt partners, thus superseding the rule in 
equity recognized by the bankrupt act—that partnership property is to be first 
applied in payment of the partnership debts, and individual property in payment 
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of the individual debts. It is sufficient to say upon this subject that the learned 
and elaborate argument of the appellant’s counsel, in support of the opposite 
view, overlooks the true meaning and effect of the statutes. The bankrupt par- 
ties in question were indebted to the United States, and they had separate es- 
tates. This entitled the United States to the preference claimed. One of the 
obvious purposes of the fifth section of the act of 1797, was to abrogate the 
rule insisted upon, and it has clearly done so. The provisions of the bankrupt 
act relied upon do not, as we have shown, affect the United States. The legal 
relations of those parties to the United States, in this controversy, are just 
what they would have been if those parties were individual debtors to the 
United States, and the firm of Cooke, McCulloch & Co. had never existed. 

The separate and individual interest of the several partners in the partnership 
property of Jay Cooke & Co. can be only the share of each one of what may 
be left after discharging all the liabilities of the copartnership. This will be 
nothing, the firm being in bankruptcy and conceded to be hopelessly insolvent. 
The United States can, therefore, have no interest with respect to the adminis- 
tration of its affairs. Any rights as to the collaterals held by the United States, 
claimed by others, must be settled outside the present proceeding. They cannot 
be adjudicated upon in this case. 

The decree of the Circuit Court is affirmed. 


THE DISTINCTION BETWEEN BANKERS AND 
BROKERS UNDER THE INTERNAL REVENUE LAW, 


UNITED STATES SUPREME COURT, OCTOBER TERM, 1875. 


John Warren and J. Kearney Warren, Plaintiffs in Error, v. Sheridan Shook, 
late Collector of Internal Revenue. 


In Error to the Circuit Court of the United States for the Southern District of 
; New York. 


This case was tried upon an agreed statement of facts. 

Mr. Justice Hunt delivered the opinion of the court. 

The plaintiffs were licensed brokers in the city of New York. They also 
bought and sold gold and stocks for others upon a commission paid to them for 
that service. On their own account they also dealt largely in gold and stocks. 
They have paid the taxes imposed by the revenue laws upon bankers. The 
government agents have now imposed upon them and collected the taxes charge- 
able by law upon brokers. This includes the tax of one-twentieth of one per 
cent. upon sales made by the plaintiffs on their own account, as well as upon 
sales made for others. It is to this that the plaintiffs object, and the present 
action is brought to recover back such taxes. 

The questions would seem to be— 

Ist. Do the transactions specified make the defendants brokers within the 
meaning of the revenue laws? 

znd. Are licensed bankers, who also do business as brokers, liable to the ad- 
ditional tax imposed upon brokers ? 

3d. More precisely, are the plaintiffs liable to pay taxes upon sales made on 
their own account as well as when made for others? 

Section 110 of the act to provide internal revenue, etc., approved June 3o, 
1864, (13 U. S. Stat. at Large, ~. 277,) imposes a duty of one twenty-fourth of 
one per cent. each month on deposits, one twenty-fourth of one per cent. each 
month on the capital, one-twelfth of one per cent. each month on the circula- 
tion, and an additional one-sixth of one per cent. on certain specified excess of 
circulation, to be paid by ‘‘any bank, association, company, or corporation, or 
person engaged in the business of banking, beyond the amount invested in 
United States bonds.” 

Section 79, subdivision of the same act, (13 U. S. Stat. at Large, p. 251,) 
provides ‘*that bankers using or employing a capital not exceeding the sum of 
$ 50,000 shall pay $100 for each license,” and for every additional $1,000 ot 
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capital $2, and that ‘‘every person, firm, or company, and every incorporated 
or other bank having a place of business where credits are opened by the de- 
posit or collection of money or currency, subject to be paid or remitted upon 
draft, check, or order, or where money is advanced or loaned on stocks, bonds, 
bullion, bills of exchange, or promissory notes, or where stocks, bonds, bullion, 
bills of exchange or promissory notes are received for discount or sale, shall be 
regarded a banker under this act.” 


The same section—79, subdivision 9, as amended by the act of March 3, 1865, 
(13 U. S. Stat. at Large, pp. 252, 472,) provides ‘‘that every person, firm, or 
company, except such as hold a license as a banker, whose business it is, as a 
broker, to negotiate purchases or sales of stocks, exchange, bullion, coined 
money, bank notes, promissory notes, or other securities for themselves or 
others, shall be regarded as a broker under this act; provided, that any person 
holding a license as a banker shall not be required to take out a license as a 
ean and it further provides that ‘‘ brokers shall pay fifty dollars for each 
icense. 

The ggth section of the same act provides (13 U. S. Stat. at Large, p. 273) 
‘that all brokers and bankers doing business as brokers, shall be subject to pay 
the following duties and rates of duties upon the sales of merchandise, produce, 
gold and silver, bullion, foreign exchange, uncurrent money, promissory notes, 
stocks, bonds, and other securities, as hereinafter mentioned, etc., that is to 
say, upon all sales and contracts for sales of stocks and bonds, one-twentieth of 
one per centum on the par value thereof, and of gold and silver, bullion and 
coin, foreign exchange, promissory notes, or other securities, one-twentieth of 
one per centum on the amount of such sales and of all contracts for sales.” 


The sections we have quoted furnish satisfactory definitions of the business of 
a banker and of that of a broker. ‘‘ Every person, etc., having a place of 
business where credits are opened by the deposit or collection of money or cur- 
rency, subject to be paid or remitted upon draft, check, or order, or where 
money is advanced on stocks, bonds, bullion, bills of exchange, or promissory 
notes, or where stocks, bonds, bullion, bills of exchange, or promissory notes, 
are received for discount or sale, shall be regarded as a banker under this 
act.”—(§ 79, subdivision 1.) 

Having a place of business where deposits are received and paid out on checks, 
and where money is loaned upon security, is the substance of the business of .a 
banker. 

By the same section, sub. 9, a broker is defined to be one whose business 
it is to negotiate purchases or sales of stocks, exchange, bullion, coined money, 
bank notes, promissory notes, or other securities for himself or for others. Or- 
dinarily the term broker is applied to one acting for others, but the part of the 
definition which speaks of purchases and sales for himself, is equally important 
as that which speaks of sales and purchases for others. All parts of the defini- 
tion are qualified by the words ‘‘ whose business it is.” Thus, if A. B. has ten 
thousand dollars which he desires to invest, and purchases United States stock, 
or State stock, or any other securities, he does not thereby become a broker. 
Nor if he owns ten thousand dollars of U. S. stock which he wishes to sell to 
raise money to pay his debts, or because he is not satisfied with six per cent. 
interest, is he thereby made a broker. It is only when making sales and pur- 
chases is his business, his trade, his profession, his means of getting his living 
or of making his fortune, that he becomes a broker within the meaning of the 
statute. Nor is it believed that a sale by one doing a banking business only, of 
a security received by him for the repayment of a legitimate loan, would make 
him a broker and subject to the tax. This would not be deemed an act of 
brokerage, either under the statute or upon general principles of law. When it 
is his business, the statute properly holds all such acts, whether in the name of 
himself ostensibly or in the name of others, as the acts of a broker. The dan- 
ger and the facility for evasion of the statute furnish excellent reasons for the 
adoption of this provision. 

The contention of the plaintiffs is, that because they hold a license as bank- 
ers, they are not liable to the duty of one-twentieth of one per centum on 
sales made on their own account. This is based upon the words of §79, sub. 





1876. RECENT LEGAL DECISIONS. 229 


9, that all persons, &c., except such as hold a license as bankers, shall be lia- 
ble to this duty on sales made for themselves as well as others, and upon the 
further suggestion that section ninety-nine does not contain the words ‘‘for 
themselves and others.” We agree with the statement of Mr. Justice Grier in 
Fisk v. U. S., 3 Wall, 445, that the idea of Congress. would have been better 
expressed, if the words ‘‘for themselves or others” had been inserted in section 
ninety-nine, rather than where they are now found. Still we find no difficulty 
in reaching the conclusion that the tax in this case was properly imposed. 

The intent of Congress to subject to taxation all sales made by those engaged 
in the business of brokers, is plain enough. When it was said (§99) ‘‘that 
all brokers and bankers doing business as brokers, shall be subject” to the 
duties specified, it was intended to encompass the entire class of persons en- 
gaged in the business of buying and selling stocks and coin. Brokers were in- 
cluded by name and by definition. Bankers would not so certainly be embraced 
by the definition given in section seventy-nine, subdivision one. To meet this 
possible exception, it was enacted, that when bankers should do the business of 
brokers, they should be subject to the duty specified. In this manner brokers 
technically, and bankers doing the business of brokers, were made liable to the 
duty. If the right to tax bankers upon sales made for themselves rested on the 
seventy-ninth section alone, a plausible argument could be made in the plaintiffs’ 
favor, arising from the words ‘‘except such as hold a license asa banker.” But 
when we read in section ninety-nine, ‘‘that all brokers and bankers doing busi- 
ness as brokers” shall be subject to the tax, and consider the statutory defini- 
tion of a broker, the plausibility of the argument ceases. 

We have carefully considered the cases of U. S. uv. Fisk, 3 Wall, 445; U.S. 
v. Cutting, /d., 441, and Clark v. Gilbert, 5 Blatch., 330, but do not deem it 
necessary to comment upon them in detail. 

The judgment is affirmed. 


es 


RIGHT OF NATIONAL BANKS TO DEAL IN StTocks.—The First National Bank 
of Charlotte vs. the National Exchange Bank of Baltimore; error to the Court 
of Appeals of Maryland.—In this case the court held that a National Bank may, 
in a dona fide compromise of a contested claim against it growing out of legiti- 
mate bank transactions, pay a larger sum than would otherwise have been ex- 
acted in satisfaction of the demand, so as to obtain by the arrangement certain 
stocks in bank and other corporations ; it being honestly believed at the time 
that by turning the stocks into money under more favorable circumstances than 
then existed, a loss which would otherwise accrue from the transaction might be 
averted or diminished. Authority to do such a banking business as that estab- 
lished by statute, carries with it all incidental powers necessary to the safe and 
prudent transaction of the business ; compromises come within the general scope 
of the authority, and in this behalf banks may do whatever natural persons 
might do under like circumstances. Dealing in stocks is prohibited by implica- 
tion, there being no grant of the power ; but in an honest exercise of the power 
to compromise a doubtful debt owing to a bank, it can hardly be doubted that 
stocks may be accepted in payment with a view to their subsequent sale or con- 
version into money, so as to make good or reduce an actual loss. Such a tran- 
saction would not amount to a dealing in stocks, and it is difficult to see how a 
debt due from, or a contested obligation resting upon, a bank, occupies any dif- 
ferent position in respect to the power of adjustment and compromise from that 
which belongs to a debt owing to it. 
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BOOK NOTICES. 


A Treatise on the Law of Negotiable Instruments, including Bills of Exchange, 
Promissory Notes, Negotiable Bonds and Coupons, Checks, Bank Notes, 
Certificates of Deposits, Certificates of Stock, Bills of Credit, Bills of Lad- 
ing, Guaranties, Letters of Credit, and Circular Notes. By JOHN W. 
DANIELS. 1876. New York: Baker, Voorhis & Co. 


This elaborate work will be found of much practical value, not only to 
lawyers, but to bankers, investors, merchants, and officers of corporations. 
Since the outbreak of the war, it is computed that three thousand millions 
of dollars of negotiable bonds have been,created in this country, and are 
in circulation. The growth of such vast interests has necessitated some 
changes in the commercial legislation of the various States. Besides these 
bonds of the Federal Government, and of States, counties and municipalities, 
there is also an enormous volume of bills, notes, and other negotiable instru- 
ments, arising out of the vast increase in the commerce and trade of this 
country. It is the peculiar advantage of the book before us that it contains 
a digest of the laws and a summary of the decisions both of the Federal 
and State governments, touching all descriptions of negotiable instruments. 
It aims to give in a convenient form an exhaustive classification of such in- 
struments, with a clear exposition of the law regarding each variety of 
them. When Kent’s Commentaries were written coupon bonds were almost 
unknown, either in the United States or elsewhere. When Judge Story pub- 
lished his admirable treatise on bills and notes, such bonds were scarcely 
salable. When Professor Parsons published his great work, in 1862, coupon 
bonds had been recognized as negotiable instruments by the courts, and were 
becoming plentiful in the currents of investment. Still, the law concerning 
them was in such an inchoate state that, as Mr. Daniels reminds us, ‘‘a 
few pages contain all that Parsons thought fit to say about them. Now, 
there is no more important figure in financial circles than a coupon bond. 
There is scarcely a town or county in the United States that has not be- 
come interested in it, and the law relating to it has grown into an im- 
portant title, which would fully justify its embodiment in a separate and in- 
dependent work. We find also an increasing disposition to impart certain 
negotiable qualities to instruments and documentary evidences of title, which, 
by common law, are as devoid of such qualities as any chattel sold behind 
the counter of a merchant. In some of the States, bonds are placed on the 
same footing as promissory notes. In some of them, deeds to real estate 
and docketed judgments are just as negotiable as bills of exchange; and in 
all of them, the spirit of negotiability is enlarging its bounds, extending its 
influences, and impressing itself upon mercantile transactions.” 

Three requisites are necessary in such a work as Mr. Daniels has given 
us. He should make it accurate, full, and easy of reference. With respect 
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to the last point he has bestowed great pains; and, by a lucid arrangement 
and a good index, the book is almost all that could be desired; except, 
indeed, that the numbers of the chapters and books into which the work 
is divided should be repeated at the head of each page. As a second edi- 
tion of the work will no doubt be soon required, this improvement, with 
some others, can be with advantage introduced. With regard to the fullness 
and accuracy of the work we have not had the time to examine it with the 
thoroughness that we could wish; but as far as we have done so, the labors 
of the author have certainly seemed to us very successful. He has not only 
given citations of nearly seven thousand English and American cases, em- 
bracing recent decisions which settle new questions and show the rapid and 
continuous growth of the law merchant, but he has embodied in his work 
an ample collection of principles and authorities respecting the law of coupon 
bonds issued by individuals and by municipal and other corporations. He 
discusses governments and States as parties to negotiable instruments, and 
the effect of making such instruments receivable for taxes. He explains and 
demonstrates the rights of the holder or purchaser of negotiable instruments 
under all circumstances—citing numerous modern decisions respecting such 
instruments originating in fraud, duress, violation of authority, mistake, mis- 
representation, and in imposition on infirm or illiterate persons. In a prac- 
tical point of view, a part of the work, which will be found of very gen- 
eral use, is that which is devoted to the discussion and illustration of the 
law of certificates of deposit, certificates of stock, bank notes, bills of credit, 
bills of lading, letters of credit, and circular notes. We are acquainted with 
no recent writer by whom the law of bank checks is expounded in so lumi- 
nous, complete and useful a manner as in this treatise of Mr. Daniel. 


Explorations Made in the Valley of the River Madeira, from 1749 to 1868. By 
COLONEL GEORGE EARL CHURCH. London: Published for the National 
Bolivian Navigation Company. 1875. 

A facetious writer has observed that if the Europe-. explorers to the North 
Pole should ever reach the famous Polar Sea, they will discover at the same 
time some enterprising Yankee who has got there before them. Every day in- 
creases the evidence to prove that in the progress of geographical discovery and 
commercial growth, American enterprise will be more prominent in the next 
half century than any previous age. The book before us offers many suggestive 
illustrations of this principle. Its author was a distinguished officer of the 
United States during the war. In 1865,.after the restoration of peace, he 
traveled extensively in South America, and was much struck with the vast 
amount of wealth which awaited the creating hand of navigation, and would 
arise whenever the Amazon, with its tributaries, should be more completely 
opened to the free commerce of Europe and the United States. So powerful a 
hold did this conviction exert over his mind, that he has spent ten or a dozen 
years in trying to aid its realization. The Emperor of Brazil, during his late 
visit to this country, is said to have purchased two steamers, which are now 
constructing, to help this project. The Emperor has also granted to Colonel 
Church several valuable concessions, as have also other South American 
Governments, and especially that of Bolivia. The work before us is devoted 
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chiefly to that part of Colonel Church’s plans which is connected with Bolivia, 
and with the opening of a new route from the Amazon to that rich country 
through the valley of the Madeira. A short railroad is being constructed to 
connect the River Madeira with the Amazon, and when this road is finished, 
several steamers are to run in connection with it, so as to unite with the 
navigation of the Amazon the three thousand miles of the navigable upper 
waters of the Madeira, and the richest slope of the Andes. The railroad is 
necessary because of the Rapids which obstruct the navigation of the Madeira, 
but when this difficulty is overcome there is no apparent reason why a very 
extensive business should not spring up with the United States and other 
countries. The evidence on this subject of various explorers during the last 
125 years is set forth in Colonel Church’s book, several of the documents 
being translated from the Portuguese by him. As we are now taking a new 
departure in America in regard to the extension of our foreign commerce, 
especially in the Southern part of this continent, the labors of intelligent, 
trustworthy and enterprising Americans like Colonel Church promise to be of 
great service not only to this country, but to those foreign nations whose 
commerce and material wealth are to be developed. 


An Inquiry into the Nature and Causes of the Wealth of Nations. By ADAM 
SmiTH. London: Ward, Lock & Tyler. 1876. 

Mr. Cobden used to say that the commentators on Adam Smith, like those 
of Shakespeare, had succeeded in nothing so well as in making that dark 
and mysterious which before was as clear as noonday, and that Adam 
Smith was so simple and intelligible a writer, that his book might be read 
with advantage without any notes or comments. The editor of the book 
before us seems to have thoroughly agreed with Mr. Cobden in this opinion. 
Accordingly he has given a careful .reprint of the 1812 edition, with the 
index and table of contents, and without any new matter, except ten pages 
of biographic notes abridged from Dugald Stewart’s well-known essay on 
Adam Smith. As a text book for students in colleges, and as a manual 
for private use, this cheap, well-printed and portable edition of Zhe Wealth 
of Nations, is the best that has ever been issued in one volume. 


La Monnaie Bimetawique. Par HENRI CERNUSCHI. Paris: Guillaumin et 
Cie, 1875. 

There is no treatise on money .of recent date which has made so much 
noise in the world as this little pamphlet of M. Cernuschi. This dis- 
tinguished economist is well known as an original thinker and a luminous 
writer. He has entered the lists as a champion of the double standard, or 
‘as he prefers to call it, bi-metallic money. His theory is that silver has 
fallen from causes which are temporary and will soon pass away. He thinks 
that the proper ratio of gold and silver as metals for coining is I to 15%, 
and that this proportion will be restored before iong, and should not be 
deviated from in the coinage of the present time. The first chapter of the 
present work contains a review of the monetary question in Germany ; after 
which comes a chapter devoted to the influence exerted by the German 
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coinage changes upon the financial situation in England. In the third 
chapter we find an ingenious exposition of the author’s views on what he 
calls the universal ‘15% ;” that is, the universal ratio of 15% to 1, which 
as he contends is the normal proportion of silver and gold. The fourth 
chapter contains some brief suggestions about the resumption of specie pay- 
ments in this country. In the fifth chapter the author gives a concluding 
argument in support of his views and in refutation of his opponents, the 
mono-metallists. This work is so brief and suggestive that we propose to 
print some considerable extracts from it at an early day. The opinions of 
M. Cernuschi are not wholly accepted by the French Government, but they 
are believed to have had no small influence in shaping the monetary policy 
adopted of late in France. On this account as well as for its intrinsic 
merits, and for the influence it has had on public opinion in Europe, this 
little book deserves a careful reading, notwithstanding a few faults of style 
and treatment due to the fact that the brief essays here collected were 
first written for the columns of the well-known daily newspaper, saa Siecle 
of Paris. 


A History of Savings Banks in the United States. By EMERSON W. KEYES. 
Vol. [, 8vo. pp. 481. New York: Bradford Rhodes, 1876. 


The first volume only of this work having appeared, we do not under- 
take at this time a general review. The author, while Deputy Superin- 
tendent of the Banking Department of this State, became greatly interested 
in the subject of Savings Banks, and accumulated an ample fund of ma- 
terials for the illustration of their history. He has evidently entered 
heartily into his task, and the result is a work of much value. It treats 
of the Theory of Savings Banks; the inception of the idea in Europe; 
their introduction into this country; and a detailed history of the system 
and its growth in each of the New England States and in New York; 
the course of legislation in the several States; and the conditions of devel- 
opment. Abundant statistics appear throughout. The completion of this 
history by the issue of the second volume will be awaited with avidity by 
all who study this interesting subject. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


CHECKS PAYABLE TO A FIXED PAYEE, 


Has a bank any right to refuse payment of a check drawn on it in favor 
of a certain individual, without having the words ‘‘or bearer” or ‘‘or order” 
written in, if presented by any other person aside from the one to whom it 
is payable? 

RepLy.—The bank not only has the right, but it is its duty to refuse 
payment of such a check to any one but the person named as payee, It 
is not a negotiable instrument, and if the drawer should claim any defect in 
the consideration, the indorsement of payee would not be a valid transfer. 
Nothing short of a substantial guarantee would justify payment to a third 
party. 

16 
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THE CERTIFICATION OF CHECKS. 


The National currency act (see Supplementary act of March 3, 1869,) is 
prohibitory as to the certification of any check by a National bank, unless the 
drawer’s account is good for the amount thereof. The same law is no where 
mandatory, not making it obligatory upon banks to certify when there are suffi- 
cient funds on deposit. Suppose that a bank refuses to certify a check on the 
ground of insufficient funds, but upon further examination an error of the book- 
keeper is discovered, and the depositor’s account is found to have been entitled 
to a credit beyond the amount of the check. In consequence of the refusal to 
certify his check, the drawer is unable to take up his note due the same day 
at another bank, and the note is protested. Can the drawer, by suit at law, 
obtain damages from the bank for the result of its refusal to certify his check 
when it was actually good? 

REpLY.—‘‘ The holder of a check has no right to demand from the bank any- 
thing but payment of the check, and the bank has no right, as against the 
drawer, to do anything else but pay it.” [Daniel on Nego. Inst., §1601.] The 
certification of checks is an expedient for common convenience, and if done at 
all is a mew contract, (made only with the consent of both bank and _ holder,) 
by which the check becomes in effect a certificate of deposit. A bank has the 
right therefore to refuse to certify any check, even if good. That the de- 
positor could successfully maintain an action for damages, even in the case 


cited above, we do not believe. 


DUPLICATE CHECKS. 


A bank which has issued its check on another bank, not specifying upon it 
‘*Original—Duplicate unpaid,” afterwards issues a duplicate thereof, which is 
sent in and paid. Now, if the holder (who is irresponsible) of the original 
check should get it cashed by a third party, could not the latter recover the 

“ amount from the issuing bank, on the ground that the original check contained 
no notice that a duplicate had been, or would be issued? 

RepLy.—In the hands of an innocent holder who had given value for it, the 
check first drawn would be as good against the drawer as if no duplicate had 


been issued. 


DorEs PARTIAL PAYMENT RELEASE AN INDORSER ? 


Will a partial payment made (on or before maturity,) on a note release in- 
dorsers, when the ncte was properly protested for non-payment of residue which 
was unpaid at its maturity? 

In these hard times it is often impossible to collect full face of a_ note, 
and common sense would dictate that both the holder and indorsers would be 
benefitted by partial payment, when unaccompanied by an extension. 

ReEpLy,—An indorser is not released by the mere receipt of partial payment 
on a note, no extension of time being given. Such payment is a benefit to him, 
not an injury. 

The indorser can legally claim release when he has suffered loss or damage 
through some act or omission of the holder. It would seem more reasonable 
therefore, that responsibility should fall upon a bank which refuses a partial 
payment when tendered, rather than upon the one which accepts it. 
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BANKING AND FINANCIAL ITEMS. 


" THE ALABAMA CLAIMS Bonps.—The Secretary of the Treasury issued on 
August 7th, a notice that under the provision of the act of Congress, ap- 
proved April 11, 1876, sealed proposals would be received until noon of 
August 12, and then opened, for the sale of $2,160,000 of five: per cent. 
bonds of the funded loan of 1881, bearing interest, payable quarterly, from 
August I, 1876. The bids were opened accordingly. The total amount bid 
for was $21,440,000, and the highest bid was that filed by Messrs. Fisk & 
Hatch—105.05 (gold) for the whole $2,160,000; which is equivalent to 117% 
in our market. 


THE REDEMPTION BuREAU.— During the last fiscal year the National 
Bank Redemption Agency assorted 19,111,138 pieces, the money value of 
these pieces being over $210,000,000. Of these pieces 10,943,984, repre- 
senting $78,649,145 were destroyed ; 8,167,854, representing $97,478,700, were 
returned to the banks of issue, as fit for circulation, and about $25,000,000 
were notes of banks failed, liquidating, or reducing circulation. The 
aggregate amount of ‘‘overs” found in counting the packages forwarded for 
redemption was $16,491.42, and the ‘‘shorts” $16,175.26. The counterfeits 
discovered amounted to $5,188 In June the amount received for redemp- 
tion was nearly $24,c00,000, which is the largest amount received in any 
one month since the agency has been established. 


SAVINGS BANK FAILURE.—The Abingdon Square Savings Bank, New York 
City, was closed on August’ 1oth, under an order from Judge Landon, of 
Schenectady, upon representations made by the Bank Department. The July 
report of this bank showed a surplus of $7,494. but an examinatioh made 
on July roth, by the bank examiner, Mr. Reid, revealed a deficiency of 
over $7,000, which has since increased to over $10,0c0. Injudicious invest- 
ments and an accumulation of real estate, bid in as a result thereof, had 
crippled the bank for some time past. There are about 1,000 depositors, to 
whom is due $88,059.23. 


THE LOANER’s BANK.—A meeting of the depositors of the Loaner’s Bank, 
which suspended on the 2d of May, was held on August 8th. The receiver, 
J. F. Hubbard, Jr., made a report of his examination of the bank’s affairs. 
He said that the condition of the institution had been grossly misrepresented 
by its President, and that its suspension was caused by sheer exhaustion. Dur- 
ing the last year of its existence, the bank received less than $10,000 
for interest, while it paid out $11,000 interest on deposits, and its expenses 
were $25,000 more. The President had made loans in a very irregular 
manner, and the whole management of the bank had been criminally negli- 
gent. The total assets, real and nominal, were $415,650.21, and the liabil- 
ities $218,639.58. The net cash assets were $5,574.26, and of the nominal 
assets four-fifths were worthless. 

J. G. Anderson, bank examiner, also stated that most of the securities 
were worthless, that the books were kept irregularly, and that during a long 
experience he had never before seen a bank in such bad condition. 

Mr. Hubbard said that if the affairs of the institution were wound up by 
a receiver, he doubted if the depositors would ever receive twenty-five cents 
on the dollar. He had received a proposition from certain persons, who of- 
fered, in return for the charter of the bank, to take its assets and pay the 
depositors fifty cents on the dollar. A committee of five was appointed to 
consider this offer, which will probably be accepted. It is not believed by 
the receiver that the shareholders can be made responsible for any of the 
debts of the bank. 
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COINAGE OF THE UNITED STATES MINTs.—Reports of the coinage opera- 
tions of the country for the past fiscal year show that the entire coinage was 
$ 57,448,685, an increase of 13,593,977 over the total for 1874-75. Of the 
coinage of 1875-76, $38,182,962 was gold, and the remainder, $ 19,265,723, 
silver. The operations of the three mints are as follows: 


GOLD COINAGE, 


Double eagles 
Eagles. ...ccccccccece 
Half eagles 
Three Dollars........ 
Quarter eagles...... 
Dollars 


Total gold...... 


Trade dollars........ 
Half dollars.......... 
Quarter dollars...... 
Double dimes 


San Francisco. 


$ 26,900,000 


$ 27,036, 500 ra 


SILVER 


$ 4,523,000 ... 


1,772,000 
1,080,000 


227,000 ... 


Philadelphia. 
$ 8,228 goo ... 
S420 ... 
8,385 - 
535° ss 
5,52 ... 
3,045 ++ 


$ 8,260,937 ... 


COINAGE, 


$ 280,050 ... 

2,456,525 ... 

2,415,263 ... 
7,560 . 


Carson. 
$ 2,771,820 
95,290 


$ 2,885,525 


$ 1,329,000 
757,000 
512,750 

28,000 


848,000 


$ 3474750 


1,351,000 ... 1,441,105 ... 


$ 8,953,000 


$ 6,600,503 ... 


337.490 ... 
8,260,937 ... 


Total silver.... 
Minor coins.... 
Add gold 


$ 15,098,910 ... $6,360,275 


Of the entire gold coins produced, $37,900,720 were in double eagles, 
$ 153,Q10 eagles, and $128,632 half and quarter eagles. The silver coinage 
consisted of $6,132,050 in trade dollars, $4,985,525 in half dollars, $4,008,013, 
in quarter dollars, $262,560 in twenty-cent pieces, $3,640,105 in dimes, and 
the remainder in the smaller coins. 

The coinage operations at the San Francisco Mint during. the past fiscal year, 
were the largest since its establishment, and the aggregate business will proba- 
bly exceed that of any mint in the world for a single year. The coinage of 
gold during the past year, as usual, has been chiefly confined to double eagles. 
Trade dollars were coined during every month of the year except the first. 


Acting under the provision of the Silver bill, repealing the legal tender of the 
trade dollar, and authorizing the Secretary of the Treasury to limit the coinage 
thereof to the actual export demand, Secretary Morrill has directed that no 
deposits for these coins be received, until further advised, at the Philadelphia 
or Carson City Mint. The San Francisco Mint has been authorized to coin an 
amount sufficient to meet the actual export demand, which is for China and 
Japan only. Otherwise the Mints will be run to their full capacity on the sub- 
sidiary coin and necessary gold coinage. 


Total gold and silver $ 35,989,500... 


THE IssuE OF SILVER CoIns.—The reports received at the Treasury De- 
partment from the various sub-treasuries to the close of business on August 
Igth, show that the available balance in silver coins is reduced to 
$ 4.415,012. Since the passage of the act authorizing the redemption of 
fractional currency in subsidiary coin, the total amount of such coin issued 
is $14,788,950. Of this amount $9,593,937-26 were for redemption of 
fractional currency, and $5,195,012.74 were for currency obligations. At 
the several mints there were at the last accounts $4,415,153, of which 
$ 1,824,348 was in subsidiary coins. Of this amount about one million 
dollars was in ten cent pieces at San Francisco, and will have to be 
recoined into halves and gqnarters, so that the available balance in subsidiary 
coins is really less than three and one-half million dollars. 
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ARKANSAS.—Banking in Little Rock would seem to be. profitable even in the 
present times. The German Savings Bank having recently determined to in- 
crease its capital stock, the additional amount was taken at fourteen and a 
half per cent premium, and the premium added to surplus fund. 


Kansas.—The Butler County Bank, Eldorado, Kan., has closed its doors. 
No explanation has yet appeared. It is reported that two of the depositors de- 
manded their money at the point of a revolver, and got it. A third demanded 
‘his and fell into a wrangle with the president, who drew a pistol and snapped 
it several times, after which the depositor, named Shehan, shot the president, 
Gossard, killing him instantly. 


PENNSYLVANIA.—The Miners’ Trust Co. Bank, of Pottsville, a saving trust in- 
stitution, suspended payment on August 4th. The principal cause is said to 
be heavy investments in iron properties which have not turned out well. 
Two meetings of stockholders have been held since the suspension. The 
second meeting was on August 14th, but resulted in nothing definite. The 
statement which the president laid before the stockholders, and which was 
rejected as too indefinite, showed that the bank’s liabilities were, in round 
numbers, $1,400,000; its assets $1,509,000. The number of depositors was 
about 15,000. 


Jay Cooke & Co.—On Monday, August 7th, the several members of the - 
firm of Jay Cooke & Co. were finally discharged from bankruptcy by Judge 
Cadwalader, sitting in the United States District Court. We gather the sub- 
joined summary of the entire proceedings from the Philadelphia Ledger: 

The banking house of Jay Cooke & Co. closed on the 18th of September, 
1873, the firm then consisting of Jay Cooke, Wm. G. Moorhead, H. C. Fahne- 
stock, H. D. Cooke, Pitt Cooke, Geo. C. Thomas, James A. Garland, and 
Jay Cooke, Jr. Seven days after the suspension of business, on the 25th of 
September, a petition was presented to the Court, on behalf of the Logan 
Square Building Association, asking that the firm be declared bankrupts. This 
took the usual course, and was followed on the 26th by the petition of Samuel 
Josephs to the same effect. These not being subsequently pressed, petitions of 
intervention followed, and on November 26th the adjudication was made. 
Among the first judicial acts following the declaration of bankruptcy was the 
appointment of Edwin M. Lewis, Esq., as receiver of the estate. 

On the 15th of January, 1875, the first meeting of creditors was held, fol- 
lowed by an adjourned meeting on the 16th. It was at that meeting decided 
that the estate should be managed by a trustee and committee of creditors, and 
Mr. Lewis was made the trustee, the committee being John Clayton, Isaac 
Norris, Robt. Shoemaker, Joseph Brown, and Chas. P. Helfenstein. Then 
came the presentation of schedules and statements of the bankrupts in respect 
to their individual and partnership affairs, and, at the instance of creditors, the 
bankrupts submitted to a personal examination before the Register in Bank- 
ruptcy, Joseph Mason, Esq. The last meeting of creditors took place on the 
11th of March, on which occasion the discharge was opposed by Mr. George 
Cordingly, who subsequently appeared in Court and gave his reasons fully for 
the opposition. 

The petition asking for the discharge was presented on the 11th of February, 
1875, and among other things the bankrupts averred that they had made full 
disclosures and surrender of all their estate, real and personal. 

The report of the Register to the Court was made on the 25th May, 1876. 
He opposed the discharge unless certain conditions were complied with. On 
July 14th, the Judge, having heard the matter fully, made an order requiring 
creditors to be notified that the petition would be considered on July 26th, On 
this date, after presentation of proofs that the order had been complied with, 
Judge Cadwalader made an order for the final discharge of the bankrupts—not 
however to go into effect until the expiration of ten days, within which time 
their creditors might present any additional reasons against the discharge. That 
time expired on August 7th—the discharge being recorded as of July 26th. 

From the day of the adjudication to the close of the proceedings, two years 
and eight months elapsed. 
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DIvVIDENDs.—The Comptroller of the Currency has declared a dividend of 
twenty-five per cent. in favor of the creditors of each of the following banks, viz. : 
The City National Bank of Chicago, Ill. ; the First National Bank of Duluth, 
Minn.; and the First National Bank of Osceola, Iowa. 


RHODE IsLAND.—Mr. Alexander Farnum, trustee of the suspended firm of 
Green & Cranston, bankers, Providence, has announced the first dividend of 
6624 per cent. 

The receiver of the Cranston Savings Bank, Providence, has declared the 
fifth dividend, making sixty-nine per cent. in all. 


DARING BANK ROBBERY.—During the passage of a circus procession at Hali- 
fax, on August Ist, the clerks in the Bank of Nova Scotia locked the doors 
and went out to view the cavalcade.” In their absence a man claimed to 
have dropped important papers down the basement grating, and was ad- 
mitted by a servant by the side door, when he passed through the basement 
to the banking-room, secured $17 500 in notes, which were on the counter, 
and escaped. The bank offers $2,000 reward for the recovery of the 
property. 

RESUMPTION.—The American banking house of Bowles Brothers & Co. have, 
it is announced, settled all their difficulties, and are to resume business again. 
The prominent men in the new organization of the house are Messrs. Charles 
Bowles, Nathan Appleton, and Henry Gilley. 


LirE INSURANCE AND SAVINGS BANKS.—The separation of two elements, 
which have under the usual system been unjustly commingled, is now 
effecting a marked advantage to those who seek to get Life Insurance at its 
actual cost without the necessity of depositing money for mere accumulation. 
The true principle is recognized by the Provident Savings Life Assurance 
Society of this city, who have at the same time initiated another reform. 
Heretofore the premiums paid to distant companies have taken away large 
sums annually from the vicinity of the assured to be accumulated in a dis- 
tant city. By a system of “Savings Bank Policies,” issued by the ‘‘ Provi- 
dent,” any one who may prefer to keep his money for accumulation a/ home, 
where it will be under his own eye, and where it will be used to develop 
local interests, can place the reserve or deposit portion of each premium 
for accumulation in a Savings Bank or Trust Company of his own selection. 
A clause, inserted in each Savings Bank Policy, provides that the ‘‘ Deposit 
portion of premiums” each year may be held in trust by the bank selected. 
This plan will commend itself to bankers in the West and South especially. 
Other particulars are given in an advertisement of the Society, at the front 
of this number. 


o— -- 


THE PREMIUM ON GOLD AT NEW YORK. 
Juty—Auvcust, 1876. 


1875. Lowest. Highest. 1876. Lowest. Highest. 1876. Lowest. Highest. 


August ...... 123% . 14% ...July 26 113 . 11% ...Aug. 10 11% 
September ... 1334 . 17 .«. ay 85% 1 5%. wee II 
1414 . 1756 ov 28 1134 11% «. Iz 
November.... 144% . 163% «. 29 11% . 12%... 14 
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GERMANY’S STOCK OF SILVER. 


GERMANY’S STOCK OF SILVER. 


The following letter from the manager of the London branch of the Deutsche 
Bank, was addressed to the London 7imes: 


**50 Old Broad Street, E. C., London, July 15. 

‘*Sir: Various London papers, having, in recent articles on the silver question, 
intimated that large quantities of the metal would or might be put on the mar- 
ket by Germany, I herewith take the liberty of addressing you a few lines on 
the subject. 

‘In one paper, the stock of German silver has been alluded to as consisting 
of many millions sterling; in another it has been stated that the German Gov- 
ernment intended to put ever so many hundred tons on the market every 
month; while the English correspondent of some Frankfort paper, has asserted 
that the German Government had attempted, without success, to force sales in 
London at the recent reduced prices. 

**As representatives of the institution through whose medium the German 
sales in London and the East have been effected up to the present time, and 
at the special request and by authority of the German Government, I herewith 
beg to contradict in the most formal manner, the foregoing statements as being 
altogether erroneous, imaginary. and contrary to the facts of the case. 

‘*The sales which have taken place represent, on an average, two to three 
millions sterling per annum only, which is the best proof of the moderation 
with which they have been accomplished. No exaggerated amounts have ever 
been forced on the market; on the contrary, the government have proceeded 
with so much discretion in the matter, that much less has been realized than 
might have been done if the sales had been pressed with more persistence. 

‘*Far from attempting sales at the recent very low quotations, large offers at 
these rates from would-be buyers have been refused, the government seeing no 
necessity for submitting to panic prices. 

**How much silver Germany may have to sell eventually, cannot be known 
before the withdrawal of the thaler currency is terminated. The estimates vary 
from eight to twenty millions sterling, or more, according to the report of the 
Select Committee of the House of Commons, appointed to investigate the sub- 
ject, before whom, when giving my evidence, I stated the reasons why I am 
convinced that the lowest amount is likely to prove nearest the mark; to 
which I may now add that the most competent heads of departments at the 
Imperial Chancellery in Berlin, estimate the eventual surplus at seven and a 
half millions sterling, or even less, if, as is quite possible, the new silver coin- 
age should be issued to a larger extent than ten shillings per head of the pop- 
ulation, the amount originally fixed. 

“The present available stock of German silver does not exceed £ 300,000 to 
4 400,000, and is not likely at any time to accumulate excessively, as the old 
silver coinage is being retired but very slowly. I am, sir, your obedient ser- 
vant, 

For the Deutsche Bank (Berlin), London Agency. 
‘*G, PIETSCH, Manager.” 

The London Zconomist, commenting on this letter, says: 

‘*And this estimate entirely corresponds with that which Mr. Pietsch laid be- 
fore the Silver Committee. But it must be borne in mind that the quantity of 
silver which Germany will have to sell, depends on three unknown quantities— 
(1) on the amount of thaler currency—still undemonetized—now circulating ; 
(2) on the amount of that silver which will come in for exchange when it is 


demonetized ; (3) on the amount of new silver subsidiary currency which will 
be wanted in lieu of this old silver. And upon the figures of all, these esti- 
mates are entirely various. Indeed, for our own part, we do not believe that 
there are sufficient data for coming to a sure conclusion as to any of them. 
The amount of a particular coin circulation in any country is always a very diffi- 
cult matter to determine, and in the case of the thaler, Germany has no par- 
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ticular facilities for determining it. The thaler has been in use for many years; 
how much of it has been exported, how much melted down, how much lost, 
how much reduced by wear and tear can never be known, nor, in consequence, 
the amount in circulation now. And, as we do not know this, of course we 
cannot tell how much of it may come in for exchange, or how much new coin 
will be required to replace it. A fortiori, we cannot say how much silver 
Germany will have to sell, for we must first know all these other things. Dep- 
uty Sonneman, estimates it at £22,500,coo, which Dr. Soetbeer considers rather 
too low than too high, and an official statement sent by Lord Odo Russell, 
makes it £ 20,000,000, and Mr. Pietsch makes it £13,000,000. And there is 
no difficulty in seeing why these sums differ so much, for each of them is a 
compound guess founded on three other guesses.” 


ee 


THE VALUE OF GOLD AND SILVER.—The following concurrent resolution pro- 
viding for a commission to inquire into the change in the relative value of sil- 
ver and gold, was passed by the two houses of Congress: 

‘That a commission is hereby authorized and constituted, consisting of three 
Senators, to be appointed by the Senate, three members of the House of 
Representatives, to be appointed by the Speaker, and experts not ex- 
ceeding three in number, to be selected by and associated with them, 
with authority to determine the time and place of meeting, and take evidence, 
and whose duty it shall be, first, to inquire into the change which has taken 
place in the relative value of gold and silver, the causes thereof, and the effect 
thereof upon trade, commerce, finance, and the productive interests of the coun- 
try, and upon the standard value in this and foreign countries; second, into the 
policy of the restoration of the double standard in this country, and if restored, 
what the relation between gold and silver coins should be; third, into the policy 
of continuing legal-tender notes concurrently with the metallic standards, and the 
effects thereof upon the labor, industries and wealth of the country ; and fourth, 
into the best means for providing for facilitating the resumption of specie pay- 
ments. And said commission is authorized to employ a stenographer, and shall 
report on or before the 15th day of January, 1877, with the evidence taken by 
them, and such recommendations for legislation as they may deem proper.” 

The Congressional members of the commission are Senators Jones ( of Nevada, ) 
Boutwell, and Bogy, and Representatives Gibson, Bland, and Ballard. 


ConGRESS—BILLts LAID OvER.—Among the more important bills passed by 
the House this session, but which go over until next Winter on the Senate’s 
calendar, are the following, which involve financial interests : 

The Bounty bill. 

To repeal the Bankrupt law. 

For the further distribution of the Geneva award. 

To compel the Pacific railroad companies to create sinking funds for the re- 
payment of their indebtedness to the Government. 

The House bill to repeal that clause of the act for the resumption of specie 
payments, which fixes January 1, 1879, as the date of resumption, remains in 
the hands of the Senate Finance Committee unreported. 


The following measures were among those pending in the House for action, 
but not acted on at the time of adjournment : 

For a commissioner to ascertain on what terms a mutually beneficial treaty of 
commerce with Canada can be arranged. 

Concurrent resolution, proposing a common unit of money and accounts for 
America and England. 

The Senate bill authorizing the President to appoint commissioners to attend 
an international conference on the subject of the relative value of gold and silver. 
To amend the laws relating to internal revenue, known as the Meade bill. 

To utilize the products of gold and silver mines, known as the Bland Silver 


bill. 
To amend the act amending the charter of the Freedman’s Savings and Trust 


Company. 





NEW BANKS, DISSOLUTIONS, ETC. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


Authorized July 26 to August 22, 1876. 
Capital. 
No. Name and Place. President and Cashier. Gathortodd 2 Paid. 
2339 Amwell National Bank, Samuel Lilly.............. . $60,000 
Lambertville, N. J. Wm. V. Cooley $ 36, 500 
2340 First National Bank, H. B. Fiddeman 
Milford, DEL. John B. Smith 41,025 
2341 Centreville N. B. of Md, William McHenry 
Centreville, Mp. W. A. Cunningham 57,000 


$e 


NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from August No., page 158.) 
State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier. 
DEL.... Mi First National Bank 
H. B. Fiddeman, Pr. John B. Smith, Cas. 
Pace Bros. & Co......... . Importers & Traders’ Nat. B’k 
T. A. Hardin & Co 
John M. Erlenborn Greenebaum, Bros. & Co. 
J. M. Taylor Gilman, Son & Co. 
Farmers & Traders’ B’k Kountze Bros. 
. Clay Centre... J. F. Streeter Metropolitan National Bank. 
. Centreville Centreville N. B. of Md. 
$ 75,000 Wm. McKenney, Pr. W. A. Cunningham, Cas. 
. Albert Lea..... H. D. Brown & Co Fourth National Bank. 
. Canton Helm’s Bank... .. .« Jas. A. Horne, Cas. 
..«. Lambertville... Amwell National Bank.. 
$ 60,000 Samuel Lilly, Px. W. V. Cooley, Cas. 
. Newark........ Graham & Co Bank of N. Y. N. B. A. 
Doane Clark & Co........ National Park Bank, 
Exchange & Deposit B’k R. T. Wilson & Co. 
J. H. Craigmiles, Pv. J. H. Reynolds, Cas. 
Exchange Bank (S. Ramsay) Vermilye & Co. 


a —o—_—___- —___ 


DISSOLVED, DISCONTINUED OR CHANGED. 
(Monthly List, continued from August No., page 160.) 


ilerséie Merril Ladd & Co., Evanston; closed. 
.»» Taylor & Lambert, Yates City; succeeded by J. M. Taylor. 
.... Erlenborn Brothers, A/endota ; succeeded by John M. Erlenborn. 
... Ravens, McKinley & Co., Of#awa,; in liquidation. 
.. First National Bank, Zeon; succeeded by Farmers and Traders’ Bank. 
.»+- Butler County Bank, 2/7 Dorado; closed. 
Anderson County Bank, Lawrenceburg; in liquidation. 
...» Bowen & McGowan, Coldwater and Quincy; assigned. 
.. H. D. Brown, Abert Lea; succeeded by H. D. Brown & Co. 
Hibernia Savings Bank, S¢ Zouwés; in voluntary liquidation. 
Strait, Clark & Co., Canton; succeeded by Doane Clark & Co. 


. 
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CHANGES OF PRESIDENT AND CASHIER, 
(Monthly List; continued from August No., page 159.) 


September, 1876. 


Name of Bank. 


N. Y. City, Produce Bank 


Ct... 


“ce 


Cob.css 
|. 


IND.... 
IOWA . 


“ 


KAN... 
MASS... 


First National Gold Bank, ) 
Santa Barbara. 5 
Farmers & Merchants’ B’k, ) 
Los Angeles. 5 
German Bank of Denver. 
Workingman’s Banking Co.) 
East St. Louis. 5 
Citizens Bank, Waterloo..... 
First Nat, B’k, Davenport... 
Plymouth Co. Bank, Lemars. 
Citizen’s B’k, North Topeka. 
Conway Nat. Bank, Conway. 


- Hingham National Bank, ) 


Hingham. } 
Ashburnham Sav. Bank, ) 
Ashburnham. § 


. Collateral Loan Co., Boston. 


The Savings Bank of ) 
St. Paul. 


. Concordia Savings Bank, } 


Concordia. } 


«+ State Bank, Brownville 


Kearney State B’k, Kearney. 
Farmers’ State Bank, id 
Pawnee City.) 


. Third National B’k, Buffalo. 


White’s Bank 
Pierson & Perkins’ Bank, ) 
Newark. 5 


. Merchants & Farmers’ Na-) 


tional Bank, (harlotte. 5 
Peoples’ Bank of Monroe.... 


. Western German Bank, ) 


Cincinnati. 3 


Humboldt Safe Deposit &) 
Trust Co., Erie. 


. Nat. Niantic B’k, Westerly. 
. B’k of Lewisburg, Lewisb’g. 
. B’k of Commerce, Montreal. 


“e “ce 


ei 


( Br.) Ottawa. 
eGR 


* 


ee 


Elected. 
Samuel Conover, /r. 
N. O. Suydam, Cas. 
Milo Sawyer, /7..... 
Isaias W. Hellman, PP». 
Frank Lecouvreur, Cas. 
George Tritch, Pr.... 


R. J. Whitney, /r.. 


Miles Waterman, Cas. 


: ae ae yeeeren 
P. J. Dalton, Cas.... 


Jas. M. Davies, Pr... 
E. L. Munn, Cas .... 


Jos.. Jacobs, Jz, 7... 


A. A. Walker, Pr..... 


E. H. Batcheller, Cas. 
John S. Prince, Pr.. 
H. Sahlgaard, Cas... 
Jno. Kroenecke, Pr.. 
Henry Ficken, Cas,. 
W. H. McCreery, Pr. 
F. C. Grable, Cas.... 


D. Rennick, /*....... 


S. A. Provoost, Cas. 
Elisha T. Smith, Cas. 


W. H. Hunt, Cas.... 


J. H. McAden, /r... 
W. H. Fitzgerald, Cas. 
F, J. Werner, Cas.... 
G. Jarecke, Pr 

J Jj. Sturgeon, Cas.. 
Chas. A. Nichols, Pr. 
A. C. Snyder, P7r...... 
C R. Murray, Cas.. 
J. H. Plummer, /zsp.. 
Robert Gill, Manager. 
E. Cowdry, Manager. 


Deceased. 


In place of 
Thomas L. Raymond. 
Samuel Conover. 


Mortimer Clark. 
John G. Downey. 
I. W. Hellman. 
J. J. Reithman. 


A. B. Pope. 


W. C. Langan. 


Chas. E, Putnam. 
A. C. Jurgensen. 


T. B. Sweet. 
Samuel Swan. 


Charles Siders. 


G. C. Winchester. 
E. B. Foster. 


W. R. Marshall. 
J. S. Prince. 


Jno. H. Loheoefner 
H. W. Thieman. 
Wm. H. Hoover. 
F. S. Trew. 


C. Schoolcraft. 
E. T. Smith. 
F. Gridley. 

W. G. Burnham. 


T. H. Brem.* 
E. A. Armfield. 
A. Sommer. 

U. Schluraff. 

C. Metcalf. 

H. N. Campbell. 


Samuel Price. 


R. A. Campbell. 
C. R. Murray. 
J. H. Plummer. 
Robert Gill. 
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NATIONAL BANKS OF THE UNITED STATES. 
June, 1876. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks of the UNITED STATES, at the close of business 
on June 30th, 1876; and also on June joth, 1875, and June 26th, 1874. 


1876. 1875. 1874. 
LIABILITIES. Fune 30. Fune 30. June 26. 

2,091 danks. 2,076 banks. 1,983 éanks. 
Capital stock paid in $ 500, 393,796 . $501,568,564 . $491,003,711 
Surplus fund 131,897,197 . 133,169,095 . 126,239,308 
Other undivided profits .......... 46,609, 342 . 52,160,105 . 58, 332,966 
National bank notes’ outstanding 294,448,418 . 318,148,406 . 338,538,743 
State bank notes outstanding ... 650,202 . 786,844 . 1,009,021 
Dividends unpaid..........cccceeeee 6,121,675 . 6,105,519 .« 1,242,475 

641,432,886 . 686,478,630 . 622,863,154 
- United States deposits .........0 7,630,703 . 6,714,329 . 75 322,831 
Deposits of U. S. disburs’g officers 3:429,960 . 39459,062 . 3,238,639 
Due to other National banks... 131,699,020 . 138,914,828 . 143,033,822 
Due to State banks and bankers 51,407,140 . 55,714,055 - 50, 227,426 
Notes and bills discounted 3,867,622 . 4,261,464 . 45436, 256 
Bills payable 6,173,006 . 52758,300 . 4,352,561 


Aggregate Liabilities $ 1,825, 760,967 $1,913,239,201 $1,851,840,913 
RESOURCES. 


Loans and discounts .......seseeee $ 929,952,123 . $968,503,902 . $922,000,135 
NITE x icikassandsennencocannadcens 39734407 - 4,422,630 . 4; 194,937 
U. S. bonds to secure circulation 339,141,750 . 375,127,900 . 390,281,700 
U. S. bonds to secure deposits... 14,328,000 . 14,147,200 . 14,890, 200 
U. S. bonds on hand 30,842,300 . 12,753,000 . 10,456,900 
Other stocks, bonds & mortgages 32,982,806 . 32,010,316 . 27,010,727 
Due from approved reserve ag’ts 87,489,90) . 89,788,904 . 97,871,517 
Due from other National banks . 46,442,589 . 48, 513,389 - 45,770,716 
Due from State banks & bankers 11,963,948 . 11,625,647 .« 12,469, 592 
Real estate, furniture & fixtures. 42,722,415 . 40,969,021 . 37,270,877 
Current expenses and taxes paid 5,025,549 - 4,992,044 . 7,550,125 
Premiums paid 10,621,634 .« 8,742,394 - 8, 563, 262 
Checks and other cash items... 11,723,505 - 12,433,100 . 10,496, 257 
Exchanges for Clearing House . 751 328,879 - 88,924,026 . 63,896, 271 
Bills of other banks.........eseeee« 20,398,422 . 24,261,961 . 23,527,991 
Fractional currency . 1,987,898 . 2,620,504 . 2,283,899 
Specie (gold coin). $ 4,827,671 ) 

“¢ (silver ** ). 1,627,566 ~ 25,219,557 - 18,959,582 . 22, 326, 207 
U.S. gold certifict’s 18,764,320 
Legal-tender notes 90,836,876 . 87,492,895 . 103,108,350 
U.S. certif. for dep. legal-tenders 27,955,000 . 47,310,000 . 47,780,000 
Five-per-cent. Redemption fund 14,805,347 - 19,640,786 . 91,250 
Due from U. S. Treasurer ....... 2,258,061 . . 


Aggregate Resources $ 1,825, 760,967 $1,913,239,201 $1,851,840,913 
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NOTES ON THE MONEY MARKET. 


NEW YORK, AUGUST 22, 1876. 
Exchange on London at sixty days’ sight, 4.87 a 4.87%, in gold. 


The fall in gold is the principal topic of importance in the financial circles, 
It is ascribed in part to a speculative movement and in part to the adjournment 
of Congress. The speculation has been fostered by means of rumors of a new 
syndicate negotiation of four and a half per cent. bonds. Whether there is any 
foundation for the rumor or not, it has been actively spread by the Associated 
Press dispatches from Washington. To it is ascribed much of the depression in 
the gold premium. A more legitimate cause of the fall in gold is, however, 
the close of the session of Congress, and the termination of the uncertainty as 
to what currency legislation might be adopted. There is no doubt that the 
premium on gold has been in part sustained by the hope of inflation. The 
paper money men have been sanguine in the expectation of obtaining some legal 
expansion of the currency, and now that these hopes are at an end it is natu- 
ral that the price of gold should fall. Moreover, we are approaching the time 
fixed for resumption, and although the House passed a bill repealing the re- 
sumption clause of the law of 1875, still the bill did not become a law and was 
lost in the Senate. Hence, the resumption clause stands, and as we approach 
the first of January, 1879, the premium on gold may obviously be expected to 
decline, especially as the general course of values is tending downwards in 
other commodities. 

In connection with the silver difficulty a lively discussion has been going on 
about the coinage acts of 1853 and 1873. We have repeatedly demonstrated 
that the former act made no other change in our silver currency than to es- 
tablish the subsidiary principle, and to apply it to the fractional coins. But the 
silver dollar was in no way changed by the act of 1853, and it was recognized 
in law as a legal tender up to the passing of the act of February 10, 1873. 
This act does not mention the silver dollar at all. In revising the Mint laws 
it enumerates the gold and silver coins which shall be struck at the Mint, and 
in the list of the latter the silver dollar is not mentioned. In a subsequent sec- 
tion it is enacted that no coins except those enumerated shall be made. It is 
thus clear that neither the act of 1853, nor that of 1873, demonetized the 
silver dollar. Equally untrue is it that the act of 1873 was passed by Con- 
gress without proper publicity being given to it. We have heard from the 
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records of the Treasury Department and of Congress, that the coinage act of 
1873 was first transmitted to Congress, April 25, 1870, and that on February 
9, 1872, it was reported from the Coinage Committee by Samuel Hooper, 
printed and recommitted, and finally passed the House May 27, 1872—Yeas, 
110; Nays, 13. The bill was again printed in the Senate on May 29, 1872, 
and with some amendments passed that body on January 17, and went to 
the House. On January 21, 1873, on motion of Mr. Hooper, the bill was 
again printed with amendments. Subsequently committees of conference were 
appointed and the bill finally became a law February 12, 1873. The bill 
as originally prepared at the Treasury omitted the silver dollar coin, and 
the report stated the reasons therefor. The silver dollar piece was omitted 
from the bill as it first passed the Senate in 1871, but in the bills reported 
by Mr. Hooper, in the House, a new silver dollar was proposed equal in 
weight to two half dollars. The Senate subsequently substituted the present 
trade dollar. The bill was printed separately eleven times, and twice in 
reports made by the Deputy Comptroller of the Currency. For these and 
other reasons which were fully argued in THE BANKER’s MAGAZINE for July, 
it is clear that if the Coinage Act of 1873 was not understood and its pro- 
visions known, the ignorance was not due to a want of publicity in the steps 
by which the measure became a law. 


The rates for money are somewhat better, responsive to the general tone 
of improvement in the financial circles. The rates for call loans range from 
one and a half to three per cent. Some large transactions are reported on 
Government collaterals, at one per cent. for thirty days. To their ordinary 
customers the banks and trust companies loan at four per cent. In conse- 
quence of the promising state of the opening fall trade prime commercial 
paper is in better supply, and there is more inquiry for money in mercan- 
tile business. We quote sixty to ninety day prime dry-goods indorsed bills at 
3@3% per cent. Four months’ acceptances are 4@5, and good single names 
of four to six months, 5%@7. Grocery paper is in good request at 4@5 per 
cent. for four months notes, and 3@3% for sixty day Cuba and other accep- 
tances. Single-name paper is rated at 5@7, with a light inquiry, as there 
is less pressure to employ idle funds. The bank statement shows that the 
flow of curreucy from this city is on the increase. The New York banks 
now hold in lawful money, in excess of the twenty-five per cent. required by 
law, $20,956,050, against $23,146,425 last week—a decrease of $ 2,190,375. 
The following are the comparative totals of the New York Clearing House: 

Legal Excess of 

1876. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


$ 250,505,000 . $ 19,295,200 . $ 59,523,400 . $15,004,200 «. $ 223,829,100 . $ 22,861,325 
252,756,300 .. 20,126,000 «+ 60,333,300 .. 15,007,600 «+ 226,479,800 +. 23,839,350 
* 253,075,800 .. 21,092,000 .. 58,683,200 .. 15,273,900 «+ 226,515,100 .. 23,146,425 
253,339,400 .- 16,873,400 .- 57,584,300 «+ 14,714,600 .. 226,006,600 .. 20,956,050 


The Clearing-Heuse exhibit of the Boston banks for the past month is as 
below : 
1876. Loans. Specie. Legal Tenders. Deposits. Circulation. 


$ 128,832,600 .... $2,465,300 .... $7,847,100 ...- $77,353,100 ...- $22,088,400 
129,743,500 «+++ 2,422,500 «...- 7,692,500 «+++ 77,338,200 «+++ 22,162,000 
130,293,100 .... 2,323,500 ++ 6,966,600 ... 76,451,100 .... 22,034,100 ° 
131,100,400 .... 2,080,600 .... 6,721,300 «+++ 76,323,200 .... 22,023,400 
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The Philadelphia bank statements for the same time are as follows : 
1876. Loans. Specie. Legal Tenders. Deposits. Circulation. 
July 29.......++ $60,214,615 ...- $700,835 .... $17,201,462 .... $52,126,598 «+++ $10,127,046 
60,416,394 -+++ 749,754 +++ 17,082,048 .... 51,867,360 ... 10, 131,962 
60,380,151 .... 692,032 «..-- 16,743,302 +++ §0,910,602 «... 10,093,405 
60,055,779 «+ 636,923 «--- 16,923,746 «.-- 51,054,005 +... 10,368,627 


The stock market is dull and feverish, but by no means devoid of interest. 
Governments are less active, in consequence of the rumored negotiations for the 
sale of the four and a half per cents. If these should be issued, the old 1865s 
would be called in. They are consequently depressed; the amount outstanding 
is about thirty-four millions of registered, and 115 millions of coupon bonds. In 
bank shares there is a fair business and prices are firm. State stocks are dull 
and railroad bonds fairly active. Subjoined are our usual quotations : 

QUOTATIONS : July 31 Aug. 3. Aug. 9. Aug. 16. Aung. 22. 
Gold.. IIH «ee 112 “<< i —_ mm . 110% 
U.S. 5-208, 1867 Coup. 19% .- 1194 .. 1194 .. 1194 .. 119 
U.S. new 5s Coup.... 118% «. 117% .. 117 oe 117% 117 
West. Union ‘Tel. Co.. 69% .. 7O3R «- 1% .. 9a¥e «6 71% 
N. Y. C. & Hudson R 106% .. 106% .. 106% .. 106% .. 107% 
Lake Shore.... 53% «- 53% «- 5438 .«. S4q% «- 54% 
Chicago & Rock Island 108 ‘a 106 és 106%... 107% .. 106% 
New Jersey Central... 63% .. 62 - 6138 .. 62% .. 58 
Del. Lack. & West.... 96% 94% + 95% -- 9556 :- gy 
Deleware & Hudson.. 100 ° 99%8 «- 96 ee gi% go’ 
North Western 390% a 38% = 39% .«. 38% 
Pacific Mail 23% « 23% .. 2434 oe 24% 24 

13§@q ee 13% oe 1358 .. 14% .. 13% 
Bills on London....ee0 4.87%-4.88'4ee 4.8714-4.88%.. 4.8714-4.89%.. 4-87-4.89..  4.87%-4.89 
Treasury balances, cur. $ 29,571,829 .. $29,772,489 «+ $30,159,758 -+ $33,893,352 -- $33,269,616 
Do do. gold. 33,262,744 «- 315707,934 -- 31,038,175 -- 31,328,520 .. 33,575,813 


On the 16th of August $188,000 five per cent. consolidated stock of the 
City of New York was taken by Mr. George K. Sistare, at 100.08, and in 
June the six per cents. brought 104.27. On the 14th of August, Messrs, Fisk 
& Hatch were the successful bidders for $2,160,000 of new Fives at the 
Treasury. The price was 105.05 in gold, equivalent to 117% in currency. 


The main feature of the stock market is the disruption of the great coal com- 
bination, which took effect to-day. A meeting has been held, at which all the 
great companies were represented, and after less than an hour’s consultation, 
‘the alliance which had been so unpopular was broken. The official report of 
the meeting states that the Lehigh Valley Company had not restricted its sup- 
plies of coal, and had sent to market during the months of June and_ July 
112,451 tons more than it was allowed to send under the articles of the monop- 
olist association. The consequence of the disruption is, that the four companies 
which hold together, are reported to be about to coerce the other companies 
into submission. Whether this report is true or not, they have announced 
500,000 tons at sale at public auction, 29th August. The Wall Street story 
is, that the strong companies will punish the weak ones, and so compel them 
to return to the alliance and submit to the discipline of the monopolists. It 
is also said that the weak coal owners, who have not been bought out by 
the great companies, will be so crippled and impoverished by the war which 
is to ensue, that they will be compelled to sell their property to the great 
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coal companies who will thus acquire a more complete control over the mar- 
ket than they have ever been able hitherto to secure. 

As this coal combination, with its embarrassments and struggles, has had 
so active an influence in the depreciation of securities, and as it is destined, 
in all probability, to attract a large share of attention during winter, we will 
give a brief record of its history, which consists of two periods. The first 
period ended in 1872, when the great strike terminated. The miners had 
combined in such a strong organization that the mine owners were compelled 
to unite against them. This union of the coal companies in self defence 
against the outrages and dictation of the miners received the fullest sympa- 
thy of the general public. Had it terminated when the miner’s strike was 
no longer dangerous to property or production, the combination of the coal 
companies would never have been regarded by the public with dislike or 
suspicion, 

Unfortunately, however, the coal companies when they had no longer to 
fight against their men began to fight against the public interests. The 
abuses were, however, of slow growth. The second period began about 1872, 
when the legislature of Pennsylvania passed an act authorizing the Reading 
Coal and Iron Company tc own and work coal mines and lands in Pennsyl- 
vania. This was practically another name for the Philadelphia and Reading 
Company. The new company during the year expended a very large sum 
under the charter in the Schuylkill region, and had a controlling interest 
in collieries producing 2,700,000 tons yearly. The company soon after 
proposed to the proprietors of the remaining collieries, which were then pro- 
ducing in the aggregate 3,242,000 tons, that they should combine with them 
and receive a certain sum per ton for their coal, After some opposition, 
the project received the consent of the colliery owners, and monthly meet- 
ings were announced, at which the price of coal would be regulated. In 
January, 1873, the first official circular fixing the prices of coal for the 
month, was issued, in the interests of the Lehigh Coal and Navigation Com- 
pany, Delaware, Lackawanna and Western Railroad Company, and Wilkes- 
Barre Coal and Iron Company. The Pennsylvania Coal Company, Lehigh 
Valley Railroad Company, and the Reading Company, up to that time re- 
fused to join in the new movement. In 1875, however, the six companies 
were in the combination, and regulated the price and tonnage. 

Some dissensions arose, but at a meeting of the combination held Febru- 
ary 18 last, the compact for regulating the production and sale of coal was 
renewed, and a Board of Control was appointed, under the supervision of 
which the business was to be conducted. The companies represented were 
the Delaware and Hudson Canal Company, Delaware, Lackawanna and West- 
ern, Pennsylvania Coal Company, Philadelphia and Reading, Lehigh Valley, 
Lehigh and Wilkes-Barre, or Central Railroad of New Jersey. The Board of 
Control was organized by the election of Thomas Dickson, of the Delaware 
and Hudson Canal Company, as President, and Franklin B. Gowan, of the 
Philadelphia and Reading Company, Secretary. As might have been foreseen, 
sundry violations of the compact repeatedly occurred, finally resulting in the 
disruption of the combination to-day. What effect the change will have on 
the price of coal or on the quotations of the securities of the coal roads, 
it is impossible at present to foresee, 
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Immediately after the adjournment of Congress, the rumor was suddenly 
started that Mr. Secretary Morrill intended to negotiate the $300,000 of 
four and a half per cent. authorized by the Funding act of 14 July, 1870, 
It appears however that nothing definite has yet been decided upon by the 
Secretary in reference to this subject. A despatch says, that the question 
pending between the Treasury Department and the bankers, is not as to the 
price to be paid the Government for the bonds. That is provided for in 
the act authorizing their issue, which requires the Secretary to dispose of 
the bonds ‘“‘at not less than their par value, for coin,” or ‘*he may ex- 
change them for. five-twenty bonds, par for par.” The efforts of the Secre- 
tary are directed to securing such arrangement as will guarantee the ready 
sale of the bonds, and to obtaining a syndicate competent to successfully: 
carry out the arrangements to be made. The expense of placing the bonds 
is limited by the Refunding act to one-half of one per cent. In December 
last, the Senate passed a bill increasing the amount of four and a half per 
cents. to $500,000,000 and extending the redemption period to thirty years, 
but the Committee on Ways and Means failed to act upon the bill. 


POSTSCRIPT, AUGUST 24. 


The Secretary of the Treasury to-day concluded the negotiations with the 
syndicate for the sale of forty millions of these four and one-half per cent. 
bonds. The syndicate agrees to take the bonds at par in gold and interest 
less one-half of one per cent. commission, the syndicate to pay all expenses 
of preparing, transporting, and delivering the bonds. 

The contract is in terms similar to that made for the sale of the five 
per cent. refunding bonds, the syndicate binding themselves to take forty 
millions of the bonds, with the privilege of taking the remainder of the 
three hundred millions before the 4th of March, 1877. It is said that a call 
will shortly be issued by the Secretary of the Treasury for the redemption 
of forty millions of five-twenty bonds against the negotiation just concluded. 
The first call will be for the old five-twenties of 1865, the interest. on 
which is payable in May and November, and of which there are outstand- 
ing $34,359,150 of registered bonds, and $116,199,500 of coupons. 


DEATHS. 


At CHARLOTTE, N. C., on Tuesday, July 25, aged sixty-two years, Col. 
Tuomas H. BreM, President of the Merchants and Farmers’ National Bank 
of Charlotte. 

At READING, PA., on Wednesday, August 9, aged seventy-one years, LEVI 
B. SMITH, President of the First National Bank of Reading. 





